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If you are planning a new bank 
building, you ought to read... 


The Fundamentals of Good 
Bank Building 


By ALFRED HOPKINS 


Specialist in Bank Architecture 


It gives you complete information 
in regard to every phase of bank 
building; aids you in carrying 
out your own pet ideas; and sug- 
gests to you other ideas which 
have proven successful and which 
you might otherwise neglect. 


Written in a fresh and informal 
style, the book has the rare com- 
bination of being both entertain- 
ing and profitable. 


It is profusely illustrated, and 
attractively printed and bound. 


ORDER BLANK 


BANKERS PUBLISHING COMPANY Send for 
Book Dept.—465 Main St., Cambridge, Mass. 

You may send me postpaid for examination “The Funda- a copy 
mentals of Good Bank Building,” by Alfred Hopkins. 


Within five days after its receipt I will send you $7.50 in 
full payment or return the book. on 


approval 
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N an article beginning on page 215 E. C. Harwoop, assistant 

professor, Massachusetts Institute of Technology makes a pro- 

posal for what he calls “Intelligent Self-Help for the Banking 

System.” “A decline of assets to say 90 per cent. of liabilities 

should not mean the freezing of 100 per cent. of all demand 
deposit liabilities,’ he writes, “yet that is just what occurs at 
present.” The shut-down of a bank means the tying up for a 
long period of the deposit credit of the community. He believes 
that this might be obviated by co-operation of the solvent banks 
of the community. “The obvious solution of the problem,” he 
writes, “is to have local institutions not involved in the failure 
take over or discount the claims of depositors and permit the 
use of eighty or ninety cents on the dollar while the insolvent 
bank is being liquidated.” Prof. Harwood explains in detail how 
his proposed plan would operate. If the bankers themselves will 
not initiate a housecleaning, he says, the public may undertake 
the job with less satisfactory results all around. 





























WHAT DO WE mean when we say “financial advertising?’ 
L. Doveias MEREDITH, assistant professor of economics, Univer- 
sity of Vermont, in an article which begins on page 219 discusses 
the use of the term which he considers includes the three functions _ 
of advertising, selling and publicity. Another article by Professor 


Meredith on the functions of financial advertising will appear in 
the October number. 
















IN THE OPERATIONS of the credit department proper filing is of 
paramount importance. Loaning officers should have all of the 
necessary information about every borrowing account available 
in short order with all of the facts and data so organized that a 
complete picture may be obtained at a glance. A “one-folder” 
system which is used in the National Bank of Commerce, Seattle, 
is described with illustrations on page 223. Credit officers will 
find this article of great interest. 















THIs Is THE season when bank managers are beginning to give 
thought to the question of the Christmas Club. Does it pay? 
Shall we put one in next year? These are questions which are 
being asked at this time. On page 227 of this issue H. Frep 
OLTrMAN, assistant cashier of the Grand Rapids Savings Bank, 
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| English, Scottish & Australian Bank, 
— 
Authorized Capital. . . . . . £5,000,000 
Paid-up Capital . . . £3,000,000 
' Further Liability of Shareholders: . . £2,000,000 
Reserve Fund. . . £1,605,000 
Special Currency Reserve . . £1,585,000 


HEAD OFFICE :—5, GRACECHURCH STREET, LONDON, E.C. 3, 
and 417 Branches and Agencies in Australia. 
Chief Office in Australia—Collins Street, Melbourne. 


BANKING AND EXCHANGE BUSINESS of every description transacted 
with Australia. BILLS NEGOTIATED or sent for COLLECTION 
REMITTANCES made by TELEGRAPHIC TRANSFER. WOOL 
and PRODUCE CREDITS aranged. LETTERS of CREDIT and 
DRAFTS issued on all the Branches of the Bank. 


Chief Agents in United States: 


Guaranty Trust Company of New York. 

The Canadian Bank of Commerce. 

National City Bank. 

First National Bank. 

Crocker-Fi <- es Bank of San Francisco. 
he Canadian Bank of Commerce. 


E. M. JANION, Manager 
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A Book that points the way to 
greater profits... 





«~ The Service Charge on 
xeon Demand Deposits 
By W. GORDON JONES 


THIS book is a complete treatise on the growing 
banking practice of imposing a monthly service 
charge on demand deposits that do not measure up to 
a certain standard of profitableness to the bank. It 
tells how to determine which accounts are unprofitable 
and discusses the best methods of imposing the charge 
without sacrificing the good will of the customer. 


BANKERS PUBLISHING CO. 


Book Dept.—465 Main St., Cambridge, Mass. 
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> = BANK OF AUSTRALASIA 


(Incorporated by Royal Charter, 1835) 


Paid-up Capital - - - - £4,500,000 
Reserve Fund - - - - £2,475,000 
Currency Reserve- - £2,000,000 

Reserve Liability of Proprietors 
under the Charter - - £4,500,000 
£13,475,000 
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Head Office, 4 Threadneedle Street, London, E. C. 2 
EDMUND GODWARD, Manager 
West End Branch, 17 Northumberland Avenue, London, W. C. 2 


Chief Office for Australia and New Zealand, Melbourne. 
G. D. HEALY, Superintendent. 


Branches in Australia 
NEW SO. WALES N.S. Wales, Contd. SO. AUSTRALIA 


VICTORIA 
Melbourne 


394-396 Collins St. 
384 Elizabeth St. 

602 Bourke St. W. 
71 Collins St. East 


Brunswick 
Burnley 
Coburg 
Collingwood 
Elsternwick 
Footscray 
Malvern 
Middle Brighton 
Northcote 
Port Melbourne 
Prahran 
Ripponlea 
St. Kilda 
Williamstown 
Yarraville 
Bairnsdale 
Ballarat 
Benalla 
Bendigo 
Bright 
Castlemaine 
Charlton 
Chiltern 
Cobram 
Corryong 
Dandenong 
Drouin 
Echuca 
Euroa 
Foster 
Geelong 
Hamilton 


Wellington 
Ashburton 
Auckland 
Blenheim 
Christchurch 
Dannevirke 
Dunedin 
Eltham 


Go 


Featherston 
Feilding 
Gisborne 


Hamilton 
Hastings 
Hawera 
Invercargill 


Victoria, Contd. 


Horsham 
Katamatite 
Kingston 
Koroit 
Korong Vale 
Korumburra 
Leongatha 
Mildura 
Mirboo North 
Mooroopna 
Morwell 
Myrtleford 
Nathalia 
Nhill 
Numurkah 
Port Fairy 
Rutherglen 
St. James 
Sale 
Shepparton 
Stawell 
Strathmerton 
Tallangatta 
Terang 
Traralgon 
Tungamah 
Walwa 
Warracknabeal 
Warragul 
Warrnambool 
Wedderburn 
Welshpool 
Wycheproof 
Yackandandah 
Yarram 
Yarrawonga 


FEDERAL CAPI- 
TAL TERRITORY 
Canberra 


Sydney: 

Martin Place 

97 Castlereagh St. 
85 Pitt St. 

555 George St. So. 
Wentworth Ave. 
236 William St. 


Bondi Junction 
Hurstville 
Kogarah 
Leichhardt 
Marrickville 
Newtown 
North Sydney 
(84 Mount St.) 
Petersham 
Albury 
Rallina 
Rathurst 
Bega 
Rellingen 
Berrigan 
Blayney 
Broken Hill 
Cootamundra 
Corowa 
Crookwell 
Deniliquin 
Dubbo 
Forbes 
Glen Innes 
Goulburn 
Grafton 
Grenfell 
Hamilton 
Howlong 
Terilderie 
Kempsey 
Kvogle 
Lismore 


Maitland (West) 
Maitland (East) 
Moree 
Murwillumbah 
Muswellbrook 
Narrabri 
Narromine 
Newcastle 
Newcastle West 
Nowra 

Orange 

Parkes 

Peak Hill 

South Grafton 
Stroud 
Tamworth 
Tullamore 
Wagga-Wagga 
Wee Waa 
Young 


QUEENSLAND 
Brisbane:QueenSt. 
Fortitude Valley 
Cairns 
Charters Towers 
Cooyar 
Crow’s Nest 
Herberton 
Hughenden 
Tnswich 
Kingaroy 
Longreach 
Maryborough 
Oakey 
Richmond 
Rockhampton 
Roma 
Toogoolawah 
Toowoomba 
Townsville 


Branches in New Zealand 


re 


Kaitaia 
Levin 
Mangonui 
Marton 
Masterton 
Matamata 
Morrinsville 
Napier 


New Plymouth 


Newton 


Paeroa 


Patea 
Raetihi 
Rotorua 


(Auckland) 
taki 


Palmerston Nth. 


Stratford 
aihape 
Taumarunui 
Tauranga 
Te Aroha 
Te Kuiti 
Temuka 
Te Puke 
Timaru 


Adelaide 


Gladstone 
Kooringa 
Mount Barker 
Murray Bridge 
Port Lincoln 
Wirrabara 


W. AUSTRALIA 
Perth (St. George’s 
Terrace) 

237 Murray St. 


Albany 
Beverley 
Runbury 
Carnamah 
Dowerin 
Fremantle 
Gnowangerup 
Kalgoorlie 
Kulin 
Moora 
Northam 
Wagin 
Wickepin 


TASMANIA 
Hobart 


Burnie 
Deloraine 
Devonport 
Fingal 
Latrobe 
Launceston 
Sheffield 
Stanley 
Ulverstone 
Wynyard 


Upper Hutt 
aipawa 
Waipukurau 
Wairoa 
Wanganui 
Waverley 
Whakatane 
Whangarei 


Principal Correspondents in North America 
UNITED STATES, Contd.: 


CANADA: 
Bank of Montreal 


Canadian Bank of Commerce 
UNITED STATES: 


Bank of New York & Trust Co., New York 
Central Hanover Bk. & Tr. Co., New York 
Chicago 


Central Republic 


Bk. & Tr. Co., 


Continental Tllinois Bk. & Tr. Co.. 
Guaranty Trust Company. New 
National City Bank of New Y 
Philadelnhia National Bank, Philadelphia 
Wells Fargo Bank & Union Trust Co., 
San Francisco 


Chicago 
York 
ork 


Offer facilities for the transaction of every description of Banking Business in Australia 
and New Zealand. Negotiate or Collect Bills. Issue Telegraphic Transfers, Letters of 
Credit and Drafts, also Circular Notes and Circular Credits, on all parts of the world. 
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tells why he approves of the Christmas Club and of its importance 
as a feeder to other departments of the bank. 


UNFORTUNATELY BANKS and the savings and loan companies are 
not always in complete sympathy and often fail to appreciate the 
other’s point of view. As evidence of this condition we publish 
a letter on page 236 in which a savings and loan banker airs his 
grievance concerning his commercial bank cousin. 


WHAT THE BANKERS will see in California next month at the 
annual convention of the American Bankers Association is de- 
scribed on page 245 by W. R. MorenHousE. We also present on 
page 247 a portfolio of portraits of Los Angeles bankers who 
constitute the reception committee for the convention. 


ON PAGE 255 WE PRESENT the first of a series of articles consider- 
ing various phases of the relation between a bank’s building and 
its business, written by Harotp Hammonp of the Tilghman 
Moyer Company. The first article is entitled “What Is the Best 
Location for a Bank?’ Future articles will discuss such topics 
as cost, appearance, etc., pointing out how a bank’s building can 
help or hinder its business. 


WE PRESENT THREE unusually valuable articles in our “How 
Banks Are Advertising” section. These are: “Back Stage with a 
Successful Advertising Campaign” by Peter Michelson, manager 
of advertising and publicity, Bank of America N. T. and S. A.; 
“And What, Withal, Shall a Bank Advertise” by Bryant 
Grirrin; and “Another Angle on the Increased Postage Rate” 
by H. F. Lewis. of the Reuben H. Donnelley Corporation. 


NEXT MONTH WE PRESENT an unusually significant article entitled 
“Further Steps Towards Business Revival” by Matcoutm C. 
Rorty. Colonel Rorty is an economist of wide repute and is known 
primarily for his work as commercial engineer for the American 
Telephone and Telegraph Company, the Western Union Tele- 
graph Company and the Bell Telephone Securities Company. 
Previous to his recent retirement Colonel Rorty was vice-president 
of the American Telephone and Telegraph Company and presi- 
dent of the National Bureau of Economic Research and is at 
present a member of their advisory boards. He is the author of 
“Some Problems in Current Economics.” 





THE BANKERS MAGAZINE 


ESTABLISHED 1846 


VOLUME CXXV 


ELMER H. YOUNGMAN, Editor 
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Editorial Comment 
SIGNS OF REVIVING BUSINESS 


business are few is indisputable, 

but there are some rather clear 
indications of a return of confidence, 
and there seems to be a general agree- 
ment that this is the one thing needed 
to get the mechanism of business to 
function once more. Perhaps the most 
encouraging feature in the situation is 
- the resistance of the price level to a 
further decline. Not only has this re- 
sistance been in evidence for some time, 
but prices of several important com- 
moditics have lately registered marked 
advances. There was, early in August, 
a sensational outburst of activity in the 
stock market and an increase in the 
prices of many stocks and bonds. 

To what is this change in the situa- 
tion due? It would be gratifying could 
it be truthfully stated that it is due to 
the fact that stocks of commodities have 
become so depleted that it is realized 
that the work of replenishing them will 
bring about increased production, more 
employment for labor, and more activity 
in business generally, thus gradually re- 
storing more prosperous conditions. 
Possibly, people have had enough of the 
depression, and have made up their 
minds to put an end to it. This view 
might, at least, satisfy those who believe 
that the depression, or at least its long 
continuance, was due largely to mental 
peculiarities. 

So many expedients have been re- 
sorted to for stimulating trade and pro- 
duction by an enlarged use of credit 
that one must suspect that to these de- 
vices must be ascribed a large part of 
the recent recovery. One must regret 
that the patient had become so desper- 
ately ill as to call for the application of 


Tis the actual signs of reviving 


But should 


such questionable remedies. 


business make a permanent recovery the 
disposition to quarrel with the remedy 
that produced this happy result will 
rapidly disappear. 


THE PROPHETS OF GLOOM 


OCTURNAL visitors, such as 
N owls and bats, profit by the tem- 

porary absence of the sun to 
seize upon their prey. So do the proph- 
ets of gloom and despair take advan- 
tage of the obscuration of the sun of 
prosperity to afflict humanity with their 
wailings. Of this fact one is freshly 
reminded in a message from President 
Seubert of the Standard Oil Company 
of Indiana. “As has happened in other 
times of depression,” this message states, 
“it has become more or less common to 
hear loose gossip about the stability. of 
the institutions of our civilization. Such 
gossip circulates not only among those 
who are really suffering from the effects 
of hard times, but also among those who 
are relatively well situated and have no 
real cause for fear.” Those included in 
this latter class ought to know better 
and should be ashamed of themselves. 
Those who are really suffering, and be- 
cause of this are really apprehensive, 
need reassuring. 

Many writers and speakers, without 
due consideration of the harm they are 
causing, glibly talk of “the downfall of 
capitalism” and “the destruction of 
western civilization.” As to capital it- 
self no thoughtful person can be op- 
posed to it. If such there be, he should 
try to fell a tree without an axe or culti- 
vate his crops without modern imple- 
ments, discarding even the hoe and 
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using only his hands. For capital is very 
largely composed merely of the tools 
devised by man to aid him in wrestling 
with the forces of nature. The man- 
agement of capital is subject to human 
imperfections. Here, despite great ad- 
vances already made and which are 
constantly going on, there is abundant 
room for -greater intelligence, added in- 
tegrity, and more humanity. 

The directors of industry have not 
been equal to the task of keeping their 
enterprises going at full speed and pro- 
viding steady employment for labor. 
And yet, can any one doubt of their 
willingness to achieve these ends, if they 
knew how? We need higher standards 
of integrity among the leaders in enter- 
prise, as they are needed elsewhere. Of 
the gradual humanization of industrial 
management there are too many evi- 
dences to admit of doubt of progress 
being made along that line. 

Those who are so ready to proclaim 
“downfall” and “destruction” usually 
accompany their direful predictions with 
the offer of some quack nostrum to 


forestall the catastrophe envisaged by 


their distorted imagination. The bane 
and antidote are proffered at the same 
time. 

Our western civilization, with all its 
faults, is better than any with which the 
world has thus far experimented, and 
practically everything has been tried 
and discarded, including the panaceas 
now offered with such assurance of their 
efficacy. 

Hatred and fear are the twin demons 
to be exorcised from human hearts and 
minds. This may come about, in the 
course of years or centuries, by the 
spread of intelligence and by the deep- 
ening of spiritual forces. In bringing 
about this change educators and the 
churches will find a fruitful field to 
which little attention has thus far been 
given. 

Solid progress will be made only by 
a resolute determination to preserve the 
main fabric of our institutions. These 
institutions have been tried in the past 
and have not failed. They will not fail 
us now. 
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FEDERAL RESERVE TO LEND TO 
THE PUBLIC 


MONG the emergency measures 
Ar! at the recent session of 
Congress was one which pro- 
vided that, under special and exigent 
circumstances, the Federal Reserve 
banks might grant loans to individuals, 
partnerships and corporations. Although 
this represents an important departure 
in Federal Reserve bank policy, loans 
of these institutions having been here- 
tofore restricted to banks, it would be 
easy to take an exaggerated view of this 
change. Such a view is not warranted 
by the terms of the act making the ex- 
tension of this authority. In the first 
place, the operation of the act is limited 
to six months, dating from August 1. 
Then the applicant for a loan must offer 
eligible paper and possess other requi- 
sites of credit. He must also show that 
he has been denied credit by member or 
other banks. His loan, if granted, is 
not to be used for speculative purposes 
or for capital construction. These re- 
strictions are such as will necessarily 
confine the loans made to the public 
within a narrow range. Evidently the 
purpose of the act is to assure those who 
really possess the fundamentals of credit 
that, in some way, their requirements 
are to be met. Probably very few who 
can comply with the rigid requirements 
of the law would be denied credit by 
the member or other banks. 

This change could be regarded with 
concern only if it represented what is to 
be a permanent alteration in Federal 
Reserve policy. Very likely such is not 
the case. This for the reason that the 
member banks would not relish con- 
tributing to the Federal Reserve banks 
the funds to be used in direct competi- 
tion with the members themselves. Such 
competition, if extended in time and de- 
gree, might conceivably prove fatal to 
the entire Federal Reserve System. It is 
not believed that such extension is in- 
tended. 

Some central banks—the Bank of 
England for example—do deal with the 
general public while exercising their 
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central banking functions, but it was 
clearly the intention of the Federal Re- 
serve Act to confine the business of the 
institutions which it established to mem- 
ber banks and to bill brokers. 

If the Federal Reserve banks should 
permanently engage in the making of 
loans to the public, and on more liberal 
terms than the recent law prescribes, we 
should experience all the dangers inher- 
ent in a policy of this kind. Gradually 
political exigencies might come to figure 
conspicuously in the credit requirements 
of the Federal Reserve banks. There is 
no warrant, in the present act, for be- 
lieving that a departure of this kind is 
in contemplation. It may be said that 
if anybody can comply with the strict 
terms of. the new law, and is unable to 
get credit elsewhere, he is entitled to 
have it from the Federal Reserve Bank. 


INCREASE IN NATIONAL BANK 
CIRCULATION 


Y what is termed a “rider” at- 
B tached to the bill providing for 
Home Loan Discount banks, pro- 
vision was made for an increase in the 


circulating notes of the national banks. 
This measure has been severely criti- 


cized. Perhaps the worst that can be 
said of it is that it was not needed. 
There is an ample supply of currency 
in the country at present; and even if 
this were not the case, any deficiency 
can be readily supplied under the liber- 
alized provision of the Glass-Steagall 
bill which permitted the Federal Reserve 
banks to issue notes partly against Gov- 
ernment securities, instead of only 
against gold and eligible paper. 

But Congress took a different view of 
the matter, and authorized the national 
banks to issue their notes against United 
States securities bearing interest up to 
3¥% per cent. In effect, this merely in- 
creases the bonds of the United States 
eligible for such use, as other classes of 
bonds, somewhat limited in amount, 
could be so employed before this 
measure became a law. 

The issue of national bank notes, 
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secured by United States bonds, must 
not be confused with fiat money, and 
starting the printing press. For the na- 
tional bank notes are secured by Gov- 
ernment bonds which the banks have 
bought and paid for, and they are not 
issued by the Government for meeting 
deficits in the revenues. 

Whether the increase in national bank 
notes will prove redundant to the ex- 
tent that gold will be expelled, remains 
to be seen. It seems more probable that 
what will happen is that the national 
bank notes will, to a considerable ex- 
tent, replace Federal Reserve notes. This 
may not be without some benefit. In 
the first place, it will make it easier for 
the national banks to meet demands for 
currency, since they can use the bonds 
they possess for this purpose instead of 
employing eligible paper, which they 
may not have. And if Federal Reserve 
notes are to some extent replaced by 
the notes of the national banks, the 40 
per cent. gold which the Federal Re- 
serve banks must have as a backing of 
their notes will be released for other 
credit purposes. 

Under the new measure it is esti- 
mated that some $995,000,000 in new 
circulation may be issued, on which the 
national banks will earn a profit of 
about 21/4 per cent. While it is hardly 
likely that the maximum issue will be 
made, the incentive of profit to the 
banks will stimulate the issue of the 
notes, as has been seen already. 

The design of the Federal Reserve 
Act, to supplant bond-secured bank 
notes by a currency based on coin and 
commercial paper, has not been success- 
ful, the volume of national bank circu- 
lation having remained fairly constant 
since the passage of the act. Readers of 
THE BANKERS MAGAZINE need hardly 
be reminded that the Federal Reserve 
notes are the better form of currency. 
But alarm over the prospective increase 
in national bank notes may be tempered 
by the reflection that both the Federal 
Reserve notes and the national bank 
notes are obligations of the United 
States, direct in the former case and in- 
direct in the latter. 
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THE COMING INTERNATIONAL 
CONFERENCE 


UR Government has announced 
() its willingness to take part in an 

international conference, to be 
convoked in the autumn, probably at 
London, provided that this conference 
shall not _consider reparations, inter- 
governmental debts and the tariff. Since 
a settlement of these questions is gen- 
erally considered as essential to world 
recovery, it is not clear why the confer- 
ence has been called. 

There are some incidental personal 
privileges not unknown to delegates to 
international conventions. Held down 
to the duties of his day-to-day occupa- 
tion, the average citizen, particularly if 
business is dull, welcomes any reason- 
able means of escaping from the monot- 
ony of the daily grind. An interna- 
tional conference offers a convenient 
means of escape, with the supplemen- 
tary attraction which a visit to foreign 
parts always affords. At home the dele- 
gate to these talk-fests may be only an 
average citizen, but once he goes abroad 
in a representative capacity he becomes 
a person of considerable importance. He 
attends official receptions, is dined and 
even wined—all with no expense to him- 
self. 

Unfortunately, this alluring picture 
requires to be shaded somewhat in the 
interest of truth. Day after day and 
hour after hour the poor delegate must 
sit and listen to long, prosy speeches on 
every conceivable angle of trade, bank- 
ing, shipping, etc., etc.—subjects about 
which he may know little and in which 
he has scant personal interest. But 
notwithstanding these drawbacks, the 
international delegate—quite often you 
find him at every conference of the 
kind—sticks to his job, considering its 
advantages superior to the inflictions he 
must suffer. 

Should the conference meet at Lon- 
don in the early winter, the weather 
will constitute an interesting topic of 
discussion, though it is by no means 
clear what, if anything, the conference 
will do about it. 


Banking and money are not among 
the forbidden topics. As to banking it 
is generally conducted according to the 
laws and practices of the respective 
countries, and any attempt to interna- 
tionalize it will most likely fail. Those 
who are bent on doing something for 
silver will find in the conference their 
great opportunity. They will probably 
demand that silver be stabilized by com- 
pulsory buying of the metal on a large 
scale by the respective countries repre- 
sented at the conference. This plan will 
probably work out as disastrously as 
have similar attempts to stabilize coffee, 
rubber, cotton and wheat. 

By excluding from _ consideration 
questions of real moment the American 
Government has condemned the con- 
ference in advance to comparative fail- 
ure. Still, the delegates attending it 
may have a fairly good time, if they can 
withstand the assaults of the orators. 


AMERICAN BANKERS ASSOCIA- 
TION CONVENTION 


Bankers Association will hold its 
annual convention at Los Angeles. 
Bankers, like other American citizens, 
always welcome an opportunity of visit- 


Piss October 3 to 6 the American 


ing the Pacific Coast. It is a wonderful 
section of our great country, instinct 
with energy and hope, with correspond- 
ing achievements. But it is not chiefly 
for this attraction, however inviting it 
may be, that the bankers of the United 
States should be largely represented at 
the Los Angeles convention. There are 
grave problems to be considered. One 
of them that will no doubt bulk large 
in the proceedings is the preservation of 
our dual system of unit banks. This 
problem is by no means new, but it has 
become more urgent in the last year or 
so on account of the numerous and un- 
precedented number of banking suspen- 
sions. As has been frequently stated in 
these pages, this unfavorable record has 
not been due to the sudden decline in 
the quality of bank management gener- 
ally, but may be ascribed, in the main, 
to business conditions and circumstances 
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for which the banks were not respon- 
sible, and over which they could exer- 
cise no effective control. 

But for all that, the small unit banks 
of the country must be strengthened if 
they are to survive. They must be 
made something more than fair-weather 
institutions. How this desirable end is 
to be attained is a matter for the deter- 
mination of the bankers themselves. 
Various expedients have been proposed 
or are being tried. Some see in the ex- 
tension of clearing-house supervision, so 
as to include all banks, the appropriate 
remedy. Others contend that the solu- 
tion is to be found only in group or 
branch banking. Stricter banking laws 
and closer official supervision of the 
banks are also proposed. 

Out of these divergent views, all 
aimed at improvement of the banks, the 
convention at Los Angeles may be able 
to formulate conclusions that will help 
in the solution of this problem. It is 


not altogether easy for the American 
Bankers Association to take a positive 


stand on some of these matters. The 
membership, while largely composed of 
independent unit banks, also includes 
banks combined in groups and_ those 
operating branches. Members also in- 
clude both state and national banks. 

Branch banking, within certain limits, 
is undoubtedly gaining in favor. On 
the other hand, many of the unit banks 
see in the extension of branch banking a 
menace to their existence. Taking this 
view, it is no wonder that they are op- 
posed to such extension. 

The proposal to bring all the banks 
of the country into a single Federal sys- 
tem naturally does not meet the approval 
of the large number of banks now oper- 
ating under state laws. 

These problems and others are sure 
to be considered with deliberation and 
wisdom by the bankers at Los Angeles. 
Because these matters vitally concern 
the interests of the banks, the atten- 
dance at the convention should be as 
large and representative as possible. 

An early restoration of public confi- 
dence in the banks generally is highly 
desirable, so that the banks will no 
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longer feel the necessity of maintaining 
an exceptional degree of liquidity, and 
may feel warranted in freely extending 
credit to all safe and profitable enter- 
prises. 


“THE LOCUST SWARM OF 
LOBBYISTS” 


cently called attention to “the 

locust swarm of lobbyists” infest- 
ing the National Capital. Presumably, 
he had in mind others than the Bonus 
Expeditionary Force, which caused the 
police at Washington so much trouble 
and which has finally been forcibly ex- 
pelled. 

No doubt the aggregation of so many 
persons at the National Capital created 
special and difficult problems, rendering 
expulsion justifiable. But there are 
other lobbyists at Washington, not so 
numerous and less concentrated, but 
whose designs are not consistent with 
the public welfare, and to whom the in- 
timation might well be addressed that 
their room is preferable to their com- 
pany. There are said to be more than 
fifty of these organized lobbyist groups 
at Washington, all working more or less 
to promote special interests, with scant 
regard for the public welfare. 

Some years ago it was proposed that 
the headquarters of the American Bank- 
ers Association be removed from New 
York to Washington. Had this removal 
been made, it would most likely have 
inspired the belief that it was done in 
order that the bankers’ organization 
should be nearer the sources of Federal 
legislation. Had this belief arisen, it 
would have placed upon the bankers of 
the country a stigma which they have 
escaped. Happily, the decision was 
against making the move. Because 
other interests maintain organized lob- 
bies at Washington is no reason why 
this bad example should be imitated by 
the bankers. 

The bonus lobbyists have been driven 
out of Washington. Is there any sound 
reason why others of “the locust swarm” 
should be permitted to remain there? 


P ey ct HOOVER has re- 
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SILVER IN THE NATIONAL 
PLATFORMS 


LTHOUGH ssilver_ will hardly 
Ai in the present campaign 
with anything like the promi- 
nence it occupied in 1896 and subse- 
quently, considerable interest does at- 
tach to the question in view of the fact 
that leading statesmen in the United 
States and other countries hold that 
something should be done for silver. It 
will therefore be interesting to see what 
is said about the white metal in the na- 
tional platforms of the Democratic and 
Republican parties. Here are the re- 
spective declarations: 

Democratic—“We advocate a sound 
currency to be preserved at all hazards, 
and an international monetary confer- 
ence called on the invitation of our gov- 
ernment to consider the rehabilitation of 
silver and related questions.” 

Republican—“We favor the partici- 
pation by the United States in an inter- 
national conference to consider matters 
relating to monetary questions, includ- 
ing the position of silver, exchange 
problems, and commodity prices, and 
possible co-operative action concerning 
them.” 

Both platforms are vague. The Re- 
publicans are for considering the posi- 
tion of silver. The Democrats would 
“rehabilitate” it. No explanation of 
this term is given. Mr. Roosevelt, the 
Democratic candidate for President, in 
his first address over the radio, failed 
to throw any light on the matter. After 
quoting the plank in his party’s plat- 


Faith in America 
By OGDEN L. MILLS 


Secretary of the 


Treasury 


From a Recent Address 


form, he merely referred, in a general 
way, to the desirability of doing some- 
thing to restore the purchasing power 
of silver. 

The word “rehabilitate,” as defined 
by the Standard Dictionary, means “to 
restore to a former status, capacity, 
right, rank or privilege.” The silver 
dollars, now forming a large part of 
our circulation, have the same status as 
gold; that is, they are a legal tender. Of 
course, the metal silver has not the same 
status, for it is not admitted to free and 
unrestricted coinage as is gold. 

If the Democratic party means to re- 
store silver to its former status, capacity, 
right, rank or privilege, according to the 
dictionary definition of “rehabilitate,” 
they may contemplate the system of bi- 
metallism which prevailed prior to the 
adoption of the gold standard. That 
would be important if true. 

Neither party has a very creditable 
record on the silver question. For quite 
a season the Democrats were committed 
to the free and unlimited coinage of 
silver at the sacred 16 to 1 ratio. That 
position they long ago abandoned. The 
Republicans are responsible for the 
Bland-Allison Act and the Sherman 
Silver Purchase Act; but they are like- 
wise responsible for the Gold Standard 
Act of 1900. Incidentally, it was 
President Cleveland who compelled the 
Democratic party to repeal the Sher- 
man Act just mentioned. 

It looks very much as if the party 
declarations in the national platforms 
are designed purely as vote-catchers, and 
really mean nothing whatever. 


ET us keep faith. In _ spite 

of the trials through which 
this generation has lived, we possess 
a great heritage which long after 
these events have passed into his- 
tory we must transmit unimpaired 
to future generations. I have seen 
nothing, even in the darkest hours 
of doubt, to impair my faith in the 
promise of American life. 


—Pe- OCF? CUE 
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Intelligent Self-Help for the Banking 
System 


By E. C. Harwoop 


country is suffering from a loss of 

public confidence cannot be denied. 
The proof of this unfortunate situation 
is readily available in the form of statis- 
tics on hoarding. Without doubt, this 
phenomenon is a direct outcome of pub- 
lic fear and distrust of the existing finan- 
cial institutions. Countless banks all 
over the country, even where bank fail- 
ures have been relatively few, have suf- 
‘fered a slow “run” in the past few 
months. And, of course, it is public 
information that many banks have been 


T coset the banking system of the 


It is certain, however, that the condition 
of the banks has made matters worse and 
has delayed recovery. 

Important as the banks are, they are 
peculiarly vulnerable institutions. Their 
continued capacity for service in the 
social scheme is dependent on public 
confidence. Although demand deposits 
are apparently representative of cur- 
rency actually entrusted to the banks, as 
the layman sees the situation, they are in 
reality only transferable claims on cur- 
rent production. It follows that if any 
large number of the owners of such de- 


“Tt is not enough for honest and able bankers to point out the 
fact that only 10 per cent. of the banks, by number, failed in 1931, 


and that deposit liabilities involved were even smaller. 


Justly or 


otherwise, good bankers suffer from the acts of their less able or 


less honest contemporaries. 


If the bankers themselves will not 


initiate a ‘housecleaning,’ the public may undertake the job with 
less satisfactory results all around.” 


forced to close their doors because their 
depositors no longer had confidence in 
the safety and availability of deposits. 

The importance of the present situa- 
tion can hardly be overestimated. Viewed 
broadly, the banking system provides the 
mechanism for distributing the multitu- 
dinous products of this complex civiliza- 
tion. Demand deposits are, in effect, 
transferable titles to current production. 
Their regular functioning in that ca- 
pacity is as essential to economic well- 
being as physical transportation of goods 
themselves. Any breakdown of the 
money-credit mechanism must inevitably 
interfere with normal production and 
distribution of goods. That is not to say 
that the present depression is due to mal- 
functioning of the banking system alone. 


posits desire to hold them in the form of 
cash in hand, the banks must close their 
doors. So long as this purchasing power 
is merely transferred from one holder to 
another within the system, all goes well 
and all claims are met. However, when 
loss of confidence prompts depositors to 
demand currency, the banks can no 
longer function as intended. It is seen, 
therefore, that not only are the banks 
themselves essential to the present eco- 
nomic order, public confidence is in turn 
essential to the proper functioning of 
the banks. 

Although banking, as developed in 
this country, has thus far remained 
largely individualistic and competitive, 
especially in the smaller cities, it is a 
business so vital to public welfare that 
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some regulation has long since been 
found desirable. Because of the peculiar 
nature of the business, all banks are more 
or less bound together by invisible ties. 
First are the ties of business transactions 
which force banking relationships par- 
allel to the physical flow of goods from 
producer to consumer. Second are the 
even less tangible bonds of public senti- 
ment. That is to say, the public at- 
titude toward all banks is greatly influ- 
enced by the actions of a few institu- 
tions. There is every reason, therefore, 
for the bankers as a group to recognize 
their common needs and public respon- 
sibilities. 

Legislative bodies have not been slow 
to realize the force of the foregoing 
argument. Recently, in Congress it was 
proposed by Senator Fletcher that a 
bank depositors’ guaranty fund be estab- 
lished for banks under Federal super- 
vision. A still later dispatch indicates 


that Representative Steagall is in favor 
of such a measure. 

Unfortunately, deposit guaranty funds 
have not functioned satisfactorily in 


states where the experiment has been 
attempted. The difficulties encountered 
may be traced directly to the fact. that 
competition between banks is a constant 
urge in the direction of unsound banking 
during prosperous periods, and that the 
guaranty fund systems established have 
not included checks to unsound banking 
practices. The result has been that well 
managed banks and good bankers have 
paid the losses of the unsound banks and 
poor bankers, and in addition have had 
to bear the burden of unfair competition. 
But there is an additional reason for 
fearing guaranty of deposits by gov- 
ernmental fiat. It is that such measures 
enforced from the top down in general 
lack the effectiveness of measures in- 
itiated by the bankers themselves. There 
is usually greater elasticity and greater 
ability to meet unusual situations in 
regulation by the parties directly affected, 
so long as the regulation is in the public 
interest. 

It may be asked how the banks can 
hope to be self-regulating when they 
are competitive institutions. The answer 
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seems to be in a form of regulation 
analogous to that employed by the New 
York Stock Exchange. That institution 
has had a remarkable record throughout 
this depression and for a considerable 
period before. Although the decline in 
market values of securities has been 
enormous, very few member firms of the 
New York Stock Exchange have failed. 
There has been nothing like the dis- 
graceful record of bank failures, at 
least. It is true that the Exchange en- 
joys certain monopoly privileges, but no 
more so than the banking system as a 
whole enjoys. Furthermore, the indi- 
vidual members of the Exchange are on 
a competitive basis comparable to that 
existing between any two banks. 

So much for the general approach to 
the problem. The vital feature is, 
naturally, what specific measures the 
banks can take. This is not an easy 
question to answer completely and 
finally. It is almost certain that discus- 
sion, once started, will reveal marked 
improvements which might be made in 
any specific plan. Therefore, we can do 
no more here than offer suggestions 
which may, so to speak, throw the en- 
tire subject open for discussion. A pos- 
sible solution is presented for what it 
may be worth. 

The vital point, insofar as the public 
is concerned, is that demand deposits 
should be available when desired, not 
for withdrawal from the banking sys- 
tem but for transfer within the system. 
The flow of titles to current production 
must go on or the channels of trade be- 
come clogged. Businesses must have the 
use of funds for wages, materials, et al., 
or business stops. In other words, de- 
mand deposits should not be frozen 
simply because a bank becomes insol- 
vent. A decline of assets to say 90 per 
cent. of liabilities should not mean the 
freezing of 100 per cent. of all demand 
deposit liabilities, yet that is just what 
occurs at present. 

The obvious solution of the problem 
is to have local institutions not involved 
in the failure take over or discount the 
claims of depositors and permit the use 
of eighty or ninety cents on the dollar 
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while the insolvent bank is being liqui- 
dated. It would be possible for the re- 
maining banks of the clearing house 
association involved to function in this 
manner, or it might be better for this 
self-help to be arranged for by Federal 
Reserve districts, sub-divided as might 
be arranged in each district. All banks 
included in the plan might become mem- 
bers of an association which would have 
its own rules governing the conduct of 
its members. The details of the process 
can hardly be dealt with here. 

Obviously, when any group of banks 
assumes liabilities with respect to indi- 
vidual members, the group is entitled to 
protect itself against unsound banking 
on the part of any member. The banks 
concerned will therefore have to submit 
to examination for their mutual protec- 
tion. It is quite possible that the exami- 
nations of National Banks and of mem- 
bers of the Federal Reserve System 
might be co-ordinated so as to serve the 
purpose of the banks themselves as well 
as the public. Very likely, little work 
additional to that already being done 
would be necessary. 

It seems probable that the scheme pro- 
posed is most feasible for member banks 
of the Federal Reserve System inasmuch 
as they are already subjected to govern- 
mental regulation which is essentially 
the same for all of them. Furthermore, 
if the plan were adopted for member 
banks of the Federal Reserve System, it 
would practically force all commercial 
banks to become members. This is gen- 
erally conceded to be desirable, and it 
would effectively block the unsound 
competition now engaged in by state 
banks which are inadequately supervised 
by local authorities or whose restrictions 
are less stringent than is the case with 
member banks. 

By action as above indicated, the 
bankers of the country would revive 
public confidence in their activities. It 
is not believed that most bankers realize 
how bitterly the public resents such 
failures as the Bank of The United 
States affair, and numerous others. The 
title of “Banker” for many years im- 
plied integrity, and high public worth, 
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but people who have observed the 
doubtful practices of security affiliates 
and the evidence of conscienceless greed 
uncovered by certain bank failures have 
begun to wonder. It will be a sad day 
for banking if the layman comes to re- 
gard his local banker as just another 
high-pressure salesman. No one should 
expect bankers to work for pleasure; the 
competitive system is predicated on 
each man’s working to his own long 
run advantage. But for just that reason, 
the public is justified in demanding that 
every banker's desire to make money be 
guided by intelligence capable of seeing 
further ahead than the end of his own 
nose. 

Not only have bankers been slow to 
sense the public attitude toward them- 
selves; there seems also to be little 
realization of the attitude of the public 
toward bank failures. It cannot be em- 
phasized too strongly that the small 
business man and individual depositor 
fear suspension of banking relations 
much more than they fear the possible 
loss of 10 or 15 per cent. of the sum 
deposited. The final dollar and cents 
loss after a bank has paid its depositors 
is small, relatively to the loss of the use 
of the funds in the meantime. Regard- 
less of the fact that all depositors may 
get 100 cents on the dollar eventually, 
a closed bank means ruined businesses 
to some individuals and actual want to 
others. Fear of such a contingency can 
easily be dispelled by a plan somewhat 
as outlined. 

In addition to keeping purchasing 
power mobile, the plan might make pos- 
sible more rapid liquidation of the assets 
of a closed bank. If the banks who 
gained new customers by such an ar- 
rangement would take over (at a sub- 
stantial discount if necessary or possibly 
on trust for the closed bank) a corre- 
sponding part of the closed bank’s non- 
liquid but solvent assets at the same 
time, much good would result. For ex- 
ample, calling loans and liquidation of 
collateral would be avoided thus reduc- 
ing, in all probability, the final loss to 
depositors of the closed bank. 

It may be well, in closing, to sum- 
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marize the discussion by stating con- 
cisely the reasons for and general pur- 
pose of a deposit discount system. (“De- 
posit discount” seems a better descrip- 
tion of the basic idea than “deposit 
guaranty,” a phrase which implies more 
than mere assurance of the mobility of 
85 per cent. or 90 per cent. of demand 
deposits. ) 

1. The commercial banks furnish 
transferable titles to production and are 
vital parts of the mechanism of ex- 
change. 

2. Public confidence is a prerequisite 
site to continued functioning of the 
banking system. 

3. Public confidence depends pri- 
marily on the mobility of deposits rather 
than on relatively small fluctuations in 
value. 

4. The bankers themselves are best 
able to assure mobility of deposits by 
voluntary supervision and self-help. 


all means adopt some plan which will 
permit them to carry on their business. 
In formulating such a plan the hidden 
ties by which the banks are bound to- 
gether must be recognized and the re- 
sponsibility of each to conduct his busi- 
ness with due regard for the welfare of 
all must be emphasized. 

If the bankers of the country can be 
persuaded to take the initiative along 
the course outlined, they can go far in 
overcoming present public distrust of 
their activities. It is not enough for 
honest and able bankers to point out 
the fact that only 10 per cent. of the 
banks, by number, failed in 1931, and 
that deposit liabilities involved were 
even smaller. Justly or otherwise, good 
bankers suffer from the acts of their less 
able or less honest contemporaries. If 
the bankers themselves will not initiate 
a “housecleaning,” the public may 
undertake the job with less satisfactory 


5. Therefore, the bankers should by _ results all around. 


No Hope for the World in 


Preparation for War 


F there is really no danger of war between civilized peoples in this 

generation, the maintenance of the present level of armaments in an 
economically impoverished world is lunacy. If there is a real danger 
of war, then not only the Disarmament Conference, but the civilization 
of the world is undez sentence of death. We cannot hope to resume 
the forward march of material prosperity; we cannot exploit the progress 
of scientific knowledge or take the necessary steps to revitalize the 
international trade which is the condition of our mutual advancement; 
our conferences for the purpose of re-establishing the economic and 
financial system of the world can only lead to disappointment; in short, 
we can have no confidence between the nations so long as we are pre- 
paring to smash the foundations of international life by reverting to 
the use of force —The Economist, London. 
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What Is Financial Advertising? 


The Term Is Used to Include Advertising, Selling and Publicity 
—A Discussion of the Three Functions 


By L. DouGLas MEREDITH 
Assistant Professor of Economics, University of Vermont 


ANKERS generally acknowledge 
B the efficacy of financial advertis- 

ing, rely upon its potentialities, 
and consider it an integral part of the 
programs of their respective institutions. 
Bankers daily utilize a number of devices 
and methods which they consider within 
the scope of “financial advertising” but 
are prone, as also are advertising men 
outside of financial institutions, to use 
the term to connote a wide variety of 
meanings and shades of meanings. The 
term is frequently used synonymously 
with “advertising” which by some def- 
initions is confined to the use of printed 
words. It is used at other times 
to include radio and movie advertising; 
it is used synonymously with selling, 
with publicity, and with merchandising; 
and investigation discloses numerous in- 
stances of usage of these terms inter- 
changeably. The activities included 
within the province of “financial adver- 
tising’’ are sometimes allotted among 
several junior officers as convenience per- 
mits or to one department, which may be 
called the ““New Business Department,” 
the “Advertising Department,” ‘Public 
Relations Department,” “Business Ex- 
tension,” or by some similar name. Con- 
sequently, obscurity now surrounds the 
term and gives warrant to a considera- 
tion of its many and varied uses in order 
to determine whether or not this term 
or some other best describes the activities 
included and the concepts which it is 
desired to convey. 

Several reasons forcefully account for 
the obscurity surrounding the meaning 
of this term. In the first place, the 
activities of financial advertising have 
developed rapidly during the last decade 
and have resulted in numerous hetero- 
geneous practices, simultaneously de- 


scribed by many different terms. Second, 
the changes rapidly transpiring in the 
business have tended to retard the de- 
velopment of uniformity of concepts 
and practices, for, in mumerous in- 
stances, no sooner has uniformity of 
terminology tended to develop than an 
innovation has produced confusion. 
Third, the varied nature and overlap- 
ping of the activities themselves are not 
readily conducive to development of 
uniformity of concepts and practices. 
Fourth, the various names under which 
departments carrying on such activities 
have operated, and the allocation of such 
activities to more or less closely related 
or unrelated departments, has also con- 
tributed to the obscurity. Finally, as a 
result of the foregoing reasons, writers 
on the subject have used the term in 
countless manners, so that financial ad- 
vertising literature contributes little to 
a clear concept of the term. 

“Financial advertising” quite logically 
includes the advertising methods em- 
ployed by commercial banks, savings 
banks, trust companies, brokers, stock 
exchanges and investment houses. How- 
ever, this statement is of little or no 
help in removing prevailing obscurity 
until the term “advertising methods” 
has been analyzed. 


BANKS MARKET SERVICES 


One factor of paramount importance 
must be retained constantly in mind 
while analyzing “financial advertising”: 
Financial institutions have something to 
sell just as the manufacturer and re- 
tailer have products to sell. The prod- 
ucts which the bank or financial house 
offer for sale differ from those offered 
by the manufacturer or retailer in that 
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the latter’s products are tangible while 
those of the former are intangible. The 
banking institution sells service solely. 
If the banker accepts money for deposit 
he sells a service comprised of a greater 
or lesser degree of safety and conve- 
nience and is compensated for rendering 
this service by the difference between 
the return on the investments and the 
sum of operative expenses and the in- 
terest paid to depositors. When the 
banker rents a safe deposit box he sells 
a service; when he sells a bond he ren- 
ders a marketing service; and so on, 
through the entire gamut of the banking 
business. The banker not only has an 
institution to ‘sell’ but has commodities, 
even though services of financial institu- 
tions are intangible, and when he has 
commodities to sell, regardless of their 
intangibility, he faces a problem of mar- 
keting of which “financial advertising” 
comprises a major portion. 

The general concept of “advertising” 
is defined by many authorities as sales 
material confined to printed words and 
distributed en masse, but the term 
“financial advertising” has come to con- 
note a much broader field than that 
usually designated by this narrow mean- 
ing of the term “advertising.” The na- 
ture of the services which bankers offer 
for sale very closely unites commonly 
restricted fields of advertising and sell- 
ing and the interrelated field of pub- 
licity. General usage and the treatment 
accorded these three groups of activities 
by the discussions found in the year 
books and bulletins of the Financial Ad- 
vertisers Association and writings in 
other publications have all greatly con- 
tributed to the development of a con- 
cept, the meaning of which may be in- 
terpreted to include: (1) advertising, 
(2) selling, and (3) publicity. Thus, 
“financial advertising” is a comprehen- 
sive term which includes (1) the utiliza- 
tion of various media in order to present 
appeals, to attract attention, arouse in- 
terest, create desire and conviction, and 
lead to action; (2) organized attempts 
to retain and develop business from 
sales letters and personal solicitation; 
and (3) the organized dissemination of 


news items and the establishment of con- 
tacts designed to redound favorably to 
the particular institution. In order to 
define explicitly the sense in which each 
of the ,terms above mentioned is used, 
brief ‘descriptions of the activities of 
each follow summarily. 


ADVERTISING 


Advertising seeks to apply the prin- 
ciples of psychology by mass application 
to relatively large groups through vari- 
ous media in order to bring about a 
given result: obtain sales. Advertising 
aims at one goal, sales, and must attain 
this goal through a series of gradual 
steps involving the attraction of atten- 
tion, the development of interest in the 
commodity advertised, the creation of 
desire and the development of the con- 
viction to purchase, and the production 
of action. Without ultimate action, at- 
tainment of the goal has failed. 

Advertising is divided into three 
types, depending on the special purpose 
which it is designed to serve. Pioneering 
advertising seeks to introduce new de- 
vices or services and new uses of familiar 
commodities. If a bank has a new sav 
ings plan to offer its customers or a 
new type of security, the advertising in- 
troducing the new devices would fall 
into this category. 

Competitive advertising recognizes 
that many business houses offer similar 
commodities and seek to obtain the 
favor of prospects for a particular con- 
cern. In finance, it strives to convince 
the customer that the particular institu- 
tion is stronger, renders better services, 
has better equipment, and thus seeks to 
enlarge and retain its clientele. Institu- 
tional or “good-will” advertising is not 
designed to sell directly but to generate 
and maintain a favorable attitude on 
the part of the public toward the par- 
ticular institution. It aims only indi- 
rectly at the attainment of sales. Finan- 
cial institutions find it advisable to resort 
to all of these types of advertising at 
various times through the numerous 
media commonly available, including 
newspapers, magazines, radio, outdoor 
media, car-cards, direct mail and movies. 
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SELLING 


Selling includes all of those efforts to 
produce sales by means of sales letters 
and personal calls from representatives 
of the particular institution. Advertis- 
ing is designed to provide mass applica- 
tion of the principles of psychology to 
produce sales, whereas selling consists of 
individual or small group application of 
psychological principles for the same 
purpose. In contrast to advertising, 
selling possesses much greater flexibility. 
Advertising, by mass application, pre- 
sents much of the same material at one 
time to all persons, some of whom react 
favorably, others unfavorably. Repre- 
sentatives who attempt selling have op- 
portunities to study each prospect before 
launching the sales attack, may modify 
the appeal as the interview warrants, 
and if carried on by skilled salesmen, 
may place emphasis at the proper points 
at the proper times. Furthermore, an 
advertisement or even a series of adver- 
tisements cannot present completely all 
information, anticipate all questions, or 


explain to the complete understanding 
of all constituents of the audience at- 
tracted. Personal selling permits neces- 
sary and desired elucidation which the 
advertisement cannot provide unless the 


reader of the advertisement makes 
further inquiry. The work of selling in 
the financial house is usually performed 
by officers or regular solicitors and 
thereby some if not all of the distance 
between the institution and the prospect 


is removed and a personal relationship 
results. 


PUBLICITY 


Publicity consists of those efforts to 
disseminate news items, establish con- 
tacts and attract attention to an institu- 
tion and the products which it offers for 
sale without disclosing the purpose of 
selling in order to create a favorable 
attitude toward the institution from 
which the publicity emanates. Publicity 
may be considered an indirect method 
of advertising for two reasons. In the 
first place, manifestations of publicity 


efforts generally reveal no evidence of 
the underlying purposes. Publicity tells 
the individual who witnesses its evi- 
dences a bit of information, conveys to 
him an expression of friendliness, or 
commits before him some act which 
should elicit his approval without ac- 
quainting him with the pre-meditated 
aim. In the second place, publicity 
definitely ignores the work of the sales 
appeal. It does not seek to attract at- 
tention by its peculiar or unusual ar- 
rangement or layout but rather to 
develop interest by its inherent charac- 
teristics after the observer has directed 
his attention to it in a seemingly casual 
manner. Publicity frequently takes the 
form of supplying publications with 
stories concerning the institution, its 
officers, employes, customers, items of 
community interest, the issuance of 
house organs, service bulletins and his- 
torical publications. Another manifesta- 
tion of publicity efforts is the establish- 
ment of contacts by providing club 
memberships for officers, the attendance 
of representatives at conventions, 
friendly calls and letters, provision of 
speakers at conventions and other gath- 
erings in which the association of the 
representative with the institution is 
likely to create a favorable impression. 


FINANCIAL MERCHANDISING 


Financial advertising comprises pri- 
marily a triumvirate of activities includ- 
ing advertising, selling and publicity, as 
defined above. Thus, financial adver- 
tising in this broad sense of the term 
may well be designated as “financial 
merchandising” for it includes all 
methods of obtaining, retaining, and in- 
creasing the business of the particular 
financial institution. This statement 
may appear to deviate from the cus- 
tomary use of the word “merchandising” 
in that thus far no mention has been 
made of the effort of the producer to 
make his product attractive in appear- 
ance. Production of tangible commodi- 
ties makes this step in marketing very 
important and, though of relatively less 
importance in thé marketing of intan- 
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gible commodities, it has already re- 
ceived considerable attention from bank- 
ers. In banking, this phase of merchan- 
dising takes the form of devising savings 
schemes, fixed trust units and other 
plans which render banking services 
more attractive. This work frequently 
rests with the “New Business Depart- 
ment,” “Advertising Department,” or 
“Business Extension Department” and 
therefore properly falls within the 
sphere of financial merchandising. 

The use of the term “financial mer- 
chandising” to include the above men- 
tioned sub-divisions gives rise to the 
question: Do all sub-divisions constitute 
essential parts of a financial advertising 
or merchandising program? Much might 
be said concerning the relative impor- 
tance of each of these fields in the mer- 
chandising program of the particular 
types of financial institutions, but in 
order more firmly to establish the point 
of view of this article the question is 
answered briefly in the affirmative. The 
three fields constitute financial merchan- 
dising and one used without the other 
will not generally lead to the results ob- 
tainable by a unified program embracing 
the three activities. Advertising alone 
may produce many sales at department 
store bargain counters but for financial 
institutions it usually prepares the way 
for selling. Some financial merchandis- 
ers contend that the primary function of 
advertising in the financial institution is 
to pave the way for selling. Advertising 
and selling are complementary and pub- 
licity more closely welds them together. 
If properly used, publicity enhances the 
effectiveness of both advertising and 
selling, each of which in turn influences 
the effectiveness of the other. 

In conclusion, “financial advertising” 
as commonly used is a comprehensive 
term including advertising in the more 
restricted sense of the word, selling, and 
publicity, all used to varying degrees 
simultaneously and _ interdependently. 
The sphere of “financial advertising” is 
better designated by the term “financial 
merchandising,” for it includes all of 
the marketing activities of the institu- 
tion and eliminates much of the confu- 


sion and inaccuracy now resulting from 
the many uses of the term, “financial 
advertising.” If it is not desirable to 
use “financial merchandising” instead of 
“financial advertising” when referring 
to these activities it is at least well to 
comprehend the sphere of activities 
designated. Exercise of care among 
bankers and advertising men in using 
these various terms would eliminate 


much of the confusion now prevailing. 


OUR OFFICE BOY ON 
“OPPORTUNITY” 


WE asked William, our new office boy, 
whether he expected to become president 
of the bank some day. A frown folded some 
of the freckles on his cheek, and he said, 
“Aw, a fellow hasn't got much of a chance 
now-a-days—things is too worked out.” 

“*Worked out,” what do you mean?” we 
respectfully inquired. 

In a burst of confidence he began his story, 
“Well, before I came here I studied the lives 
of great men. I had read ‘David Copperfield’ 
three times, and I decided to be a great man 
like Dickens. I looked up his life, and guess 
what he started to work at?” 

“Selling papers?” we ventured. 

“No, not Dickens. He was too original. 
His first job was pasting labels on shoe black- 
ing boxes. ‘Well, that ought to be easy,’ I 
thought to myself, and I was going to work 
hard and be a better label paster than Dickens 
ever was. I went to a factory and asked for 
a job.” 

“*You want to paste labels on boxes, eh?’ 
says the boss, ‘well, you're twenty-five years 
behind time. Machines have been doing that 
for years!” 

“A poor boy hasn't got a chance any more,” 
added our victim of frustrated ambition sadly 
as he shot a rubber band at the stenographer. 
—Philadelphia Chaptergram. 


MOST ALARMING 


“I think two things are more alarm- 
ing than any other two things in this 
country and throughout the world. 
First, is the growing apathy and indif- 
ference of nations and individuals to 
their obligations; and second, the organ- 
ization of tax strikes, which means a 
resistance to the support of the Govern- 
ment.”—Silas H. Strawn, president 
Chamber of Commerce of the United 
States. 





A “One-Folder” 


System for Bank 


Credit 


By Manous E. Bripston 


{Reprinted from The Office Economist} 


ULTIPLE filing is the answer to 
M many problems of credit con- 

trol. For the granting of credit, 
the extension of more credit, revolves 
importantly about facts—the right 
facts, all the facts, and these presented 
in trigger time. The National Bank of 
Commerce, Seattle, has a multiple filing 
system of which its credit department 
may well be proud. 


A single file folder represents each 
borrower, whether the credit account is 
individual, partnership or corporation. 
These folders are filed alphabetically in 
one place—there is only one place to look 
up a credit account. Within each file 


folder are stapled all of the multiple 
records in connection with an account. 
The stapling idea is important, for by 
this means records cannot vanish mys- 


This shows the right wing of the folder with the Average Balance and Loan 


Card partly folded back to show the reverse side. 
folders for Inquiries, Checkings, Agency Reports, etc. 


Following this are indexed 
The left wing of the 


folder has been folded back and does not show. 
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teriously by the simple process of “slip- 
ping out.” When a folder is opened, 
the pages can be turned as in a book, for 
the staples are at the left-hand sides. 
This system calls for multiple filing in 
a charted course. Records, reports, let- 
ters, et al., are not stapled in place within 
the folder in the order in which they 
occur. Hit-or-miss filing, it was pointed 
out by L. L. Trotter, assistant vice- 
president, would necessitate “pawing 
through” not-so-important records to get 
to the one desired. Further, such filing 
would not provide the one-piece credit 
picture now obtainable. For two basic 
records are always uppermost when a 
folder is opened. These are, to the left, 
the Comparative Statement, and to the 
right, the Average Balance and Loan 
card. (See illustration on page 224.) 


In talking with a customer, the folder 
may be folded back so that only the 
Comparative Statement form is visible. 
This is the working form, and tabulates 
the customer’s quick assets, current lia- 
bilities, deferred liabilities, and the status 


of his business in detailed form. 
Following this form are filed the finan- 
cial statements received on the account, 
data pertaining to endorsers or guaran- 
tors, and all correspondence which has 
been entered into concerning the account. 
The Average Balance and Loan card 


on the “right wing” of the folder is fol- 
lowed by credit memoranda, of which 
there may be one or many, depending 
upon the size and condition of the ac- 
count. For example, if an individual 
has been granted a small loan solely upon 
the undisputable value of the signature 
of endorser, this fact is embodied into a 
credit memorandum which is a guide in 
future action. 

Credit memoranda are followed by the 
filing of inquiries, checkings (trade and 
bank), and agency reports. 

An analysis of the foregoing reveals 
that this bank’s multiple credit filing 
follows a charted course. Primarily, 
there is only one place to look for in- 
formation pertaining to an account. This 
is in the folder where all multiple facts 
are presented at one glance. Secondarily, 
but of co-importance, all facts and rec- 
ords in this folder have a definite place. 

A financial statement can be sought 
in only one place—each credit memo- 
randum is in the one segregation—and 
so on. 

Valuable credit records are not lost— 
nor are valuable moments lost looking 
for something that ought to be in a file 
—since the National Bank of Commerce 
installed this system of having one place 
for all credit data on an account, and 
everything in that one place! 


Head office, Bank of Montreal. 





Earning its keep in many 
a sales department 


The telephone is helping to 
solve an acute problem of busi- 
ness today—how to reduce selling 
cost. In this is one more indica- 
tion of the flexibility of telephone 
service to the public’s needs. Fa- 
cilities parallel, and usually antic- 
ipate, changing requirements in 
business and the home. 

It is thus no fortunate accident 
that the use of the telephone has 
become an everyday, almost every 
minute, habit. This is due in large 


measure to careful planning by 
telephone men, to analysis of 
what the public wants, to engi- 
neering and building a constantly 
improved plant, to providing a 
faster and better service. 

This policy of inward growth, 
as a preliminary to actual physical 
growth, is a solid asset back of 
every Bell System security. In- 
vestors value it. 

May we send you a copy of our 
booklet, ““Some Financial Facts’? ? 


BELL TELEPHONE 
SECURITIES CO. June. 


195 Broadway, New York City 





Why the Christmas Club Pays 


Depositors Attracted by the Club Are Often Converted Into 
Permanent Customers of the Bank 


By H. Frep OLTMAN 
Assistant Cashier, Grand Rapids Savings Bank 


us the proverb “Safety lies in 
numbers.” A modern sage has 
written “Profit lies in numbers.” 

It’s true. Crowds bring money as 
clouds bring rain. The principle works 
whether the crowd comes to you or you 
go to the crowd. Truly “There’s money 
in crowds.” Let some new plan of city 
development divert human tides into a 
new street and business picks up as if 
by magic. Give the automobile crowd a 
new highway and up start hotels and 
tea rooms, sustained by the money the 
rolling market brings along. 

We all, of course, have various names 
for the crowd, collectively speaking. The 
subscribers of publishers, the shoppers 
of the stores, the automobilists of the 
road world, and the depositors of the 
banking world. Under the name is the 
crowd idea—the plan that forms the 
crowd—the money that the crowd alone 
represents, and the kind of support that 
money can be made to give via the route 
of purchase and patronage. 

In such basic idea did we think when 
the question of a Christmas Club came 
up. “To be or not to be?” was the 
essence of that question. We decided 
in favor of Christmas Club on the broad 
principle that Club operation repre- 
sented Crowd operation. 

The first important step, then, was to 
sell the personnel of our entire institu- 
tion on the Christmas Club idea and the 
next important step was to initiate and 
secure advertising and promotional pro- 
grams such as inserts to be used in our 
regular mailing, announcements in local 
newspapers, advertising blotters, folders 
and announcements for house-to-house 
distribution, lobby displays, and appro- 
priate outdoor advertising placards. 


Ss sage of olden times has given 


Perhaps I may be allowed to empha- 
size the crowd concept a little more; in 
this way: the mere resolve to draw a 
crowd doesn’t always draw one. In 
some cases that may be an exceedingly 
hard thing to do as many amusement 
managers know to their cost. In some 
lines, on the other hand, there exist cer- 
tain fundamental appeals that can be 
depended on—old reliables, as it were, 
that constantly make good. We have 
seen one of the very oldest of these— 
the price or bargain appeal and the 
trade leader. 

But price and bargain allurements 
cannot be used in all lines of business 
activity. The bars are up against them 
in banking for instance. Come to think 
of it the banker is hard put to draw 
the crowd on an idea in harmony with 
financial traditions. Christmas Club, 
however, is just such an idea. It fits 
banking like the proverbial glove. More- 
over, it has the supremely important 
characteristic of drawing the crowd. It 
has the same proven appeal to the 
masses in the monied world as price has 
to the masses in the commercial world. 
There lies its great value. It gives the 
banker a logical leader, as it were, with- 
out in any sense intruding inconsistent 
elements of bargain or of price. It leads, 
naturally, automatically, we might say, 
to other services offered by the bank. 

Quite apart from this it crowds the 
dollars into a bank. Dollars in crowds 
are like people in crowds. People go 
where the crowds go. The bank with 
growing deposits is like the proverbial 
snowball, growing as it rolls. It is like 
the fire on the hill-top. 

As a leader alone, Christmas Club 
often pays out at a satisfactory profit; 
such cases represent the equivalent of a 
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mail order house netting a fine volume 
of profit on the sales of its bargain 
leader—a very satisfactory condition, 
indeed. 

If I may be pardoned a simile, I will 
say that to my mind, the Christmas 
Club within a bank is like an incubator 
upon a farm; it must not be gauged by 
the first cost of raising chicks, but by 
final sales in matured fowl. A litter of 
silver fox may show no profit in the 
litter stage, but a remarkably handsome 
profit in the fox stage. The same is true 
of dogs, or horses or cattle. 

Many bankers, unfortunately, tend 
to regard incubation in terms of incuba- 
tion costs—that is they figure interest 
paid on Christmas Club offsets the earn- 
ings. Very few leader costs would ever 
be justified if merchants thought that 
way; fortunately they do not; nor 
should the banker. 

The laws of average assure a quota 
of opportunity is to be reaped out of 
every thousand “group.” It is this po- 
tential that bankers really buy in Christ- 
mas Club operation, and, in the light of 
years, it will show magnificent values. 

Remember that it is not the fault of 
the Christmas Club if the bank fails to 
develop from the members this addi- 
tional business that is potentially con- 
tained in the group. Our studies in our 
own bank convince us that well over 
50 per cent. of the Christmas Club 
members are in the market for the 
services of other departments of the 
bank and will be glad to use these ser- 
vices providing the tellers and contact 
personnel of the bank are properly 
trained to present and sell these services 
to them. The fault in many banks lies 
not in the needs and sales opportunity 
of the Christmas Club member but in 
the lack of personnel training to sell 
additional bank services to their club 
members. 

If we take an average case—say a 
$60,000 Christmas Club, we get the 
following figures: 


Three per cent. interest, paid in 
accordance with the rules of Christ- 
mas Club, costs the bank, on the 
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average, 1§ per cent. on the average 
balance, or a total cost in interest at 
3 per cent. of $487.50. 


That $60,000 represents a group or 
crowd with all the possibilities of aver- 
age incubating. 

Averages secured by questionnaires 
direct to a substantial number of Christ- 
mas Club members reveal that 62 per 
cent. of the annual fund of approxi- 
mately $600,000,000 is used for con- 
structive purposes, such as permanent 
investment, taxes, insurance premiums, 
mortgage interest and amortization and 
essential year-end commitments. 

It would appear, then, that the mere 
operation of the Christmas Club keeps 
undisturbed in permanent bank accounts 
a sum equivalent to 62 per cent. of the 
annual Christmas Club accumulation. 
In other words, 62 per cent. of the fund 
would be withdrawn from regular bank- 
ing channels to take care of unescapable 
payments which are now supplied from 
club funds. 

Therefore, this interest cost to the 
bank is reduced by 62 per cent. Is it 
good business to destroy the brood to 
“save” 62 per cent. of $487.50 or a net 
“saving” to the bank of $185.25. 

The potentialities sacrificed by such 
action would stagger the bank could it 
but see them. 

People are today interest minded and 
interest should be maintained—a cost 
equivalent to the farmer's cost of main- 
taining heat for his chicks as he matures 
them. 

Sometimes we can value an_ idea 
better by imagining it gone—wiped out 
from the consciousness of men. 

A prominent banker has - said: 
“Christmas Club undoubtedly is the 
greatest teacher of thrift in the world.” 

Imagine it gone—wiped out of the 
consciousness of men. 

A want would be felt, and men 
would try to invent something for bank- 
ing that would draw the crowd. 

What would they invent? 

What other concept could they origi- 
nate that would appeal to the masses as 
does this? 
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FIDELITY~- PHILADELPHIA 


TRUST COMPANY 
Philadelphia, Pa. 


Organized 1866 


Capital $6,700,000 Surplus $21,000,000 





State Banks Make Good Showing 


Detailed Report on the Condition of the State Chartered Insti- 
tutions Filed by Secretary Sims 


tional Association of Supervisors 

of State Banks, R. M. Sims, sub- 
mitted to the association a statement 
which shows in detail by states the cap- 
ital, surplus and undivided profits, de- 
posits, loans and discounts, stocks, bonds 
and securities, and total resources of all 
state banking institutions of the United 
States, together with totals of these items 
of the national banks, and all covering 
as of December 31, 1931. See table on 
pages 232 and 233. 

The report of Secretary Sims covers 
the only available accurate and detailed 
data of state banking institutions com- 
parable with the report of the Comp- 
troller of the Currency which covers the 
national banks. 

Mr. Sims said: “This report is made 
up from the figures of December 31, 
1931, instead of the figures of the first 
quarter of 1932, because complete fig- 
ures of December 31, 1931, only were 
available, as the Comptroller of the Cur- 
rency and most of the state bank super- 
visors issued no call for the first quarter. 
The figures given are very gratifying 
and reflect, as a whole, a healthy condi- 
tion of the banking institutions of our 
country. 

“On December 31, 1931, there was a 
total of 20,275 banks of which 13,902 
were state banks and 6,373 were national 
banks, and in round numbers a total 
capital, surplus and undivided profits of 
$5,586,047,767, total deposits of $50,- 
214,192,615, and total resources of $63,- 
130,550,964. Total capital, surplus and 
undivided profits of all banks were $1, 
143,454,969 below, total deposits of all 
banks were $6,396,524,043 below, and 
total resources were $7,682,336,615 be- 
low figures of March 25, 1931. 

“On December 31, 1931, in round 
numbers, the capital, surplus and un- 
divided profits of the state banks were 


Te secretary-treasurer of the Na- 


$5,231,389,767 and of the national banks 
$3,354,658,000, showing the capital re- 
sources of the state banks to be 55 per 
cent. in excess of the national banks. 
The deposits of the state banks were 
$30,969,845,615 and of the national 
banks $19,244,347,000, showing the de- 
posits of the state banks 60 per cent. in 
excess of the national banks. The total 
resources of the state banks were $38,- 
468,264,964 and of the national banks 
$24,662,286,000, showing the resources 
of the state banks 55 per cent. in excess 
of the national banks. 

“Since June 30, 1919, which was the 
date of my first complete statement, 
capital, surplus and undivided profits of 
the state banks have increased $2,331,- 
727,089 and of the national banks $991,- 
180,000. The deposits of state banks 
have increased $9,337,023,603 and the 
national banks $3,219,482,000. Re 
sources of the state banks increased $12,- 
502,589,127 and the national banks $3,- 
862,736,000. The decrease in the num- 
ber of state banks totals 7126. The de- 
crease in the number of national banks 
totals 1412. 

“This makes a total increase in all 
banks of the United States since June 
30, 1919, as follows: 


Capital, surplus and 

undivided profits $ 3,322,907,090 or 63% 
Deposits 12,656,505,604 or 33% 
Resources ........ 16,365,325,128 or 34% 
Number of institu- 


8,538 decrease 


“Total resources all member Federal 
Reserve banks December 31, 1931, were 
$39,688,322,000. 

“Total resources national banks De- 
cember 31, 1931, were $24,662,286,000, 
or 62.17 per cent. of total. 

“Total resources of state member 
banks December 31, 1931, were $15,- 
026,036,000, or 37.82 per cent. of total. 
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“These figures show how well the 
banks of our country have weathered 
the storm of depression and emphasize 
the important part which the state bank- 
ing institutions play in our great Federal 
Reserve System, through their voluntary 
membership. 

“Both classes of banks perform equally 


useful and necessary functions and I do 
not make comparisons for the purpose 
of disparagement, but to emphasize the 
colossal size of the two great banking 
systems and to direct attention to the 
importance and need of both in the de- 
velopment and handling of our country’s 
business.” 


ON TO SOISSONS! 


E have overcome the major financial crisis. 


Con- 


fidence and hope have reappeared in the world. 


The great war against depression is being fought on many 


fronts. 


One of the most stupendous actions has been the long 


battle of the last eighteen months to carry our financial structure 


safely through the world-wide collapse. 
likened to the great battle of Chateau Thierry. 


our line has been stopped. 


over. 


That battle may be 
That attack on 


But I warn you that the war is not 
We must now reform our forces for the battle of Soissons. 


—President Hoover. 
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Financial district of Tokyo. 





Banks == 
and the Savings and Loan Companies 


BANKER,” says the Savings and 
Av Journal in a recent issue, 
“is proverbially a fellow who is 
anxious to have your business and to sell 
you his commodity, credit, when you 
don’t want it or don’t need it, and who 
doesn’t want to sell it to you when you 
do need it. Many building and loan 
men have been forcibly impressed with 
this lesson although it would be difficult 
to find any other business which has so 
without exception paid for the credit 
sold it by the banking fraternity.” 

As evidence of what is claimed to be 
the attitude of many bankers towards 
building and loan credits, the Journal 
publishes in rewritten form the follow- 


I am unquestionably familiar with the ex- 
perience some banks have had with some 
building and loan associations. Notes have 
been delayed in collection but I have not 
heard of any banks losing any money on 
their building and loan business; while one 
of the big items of loss to building and loan 
associations has been the loss of their funds 
in closed banks. Yet this circumstance, and 
the many rumors about certain banks did 
not cause us to write to you that we were 
closing our line with you because we had lost 
confidence in all banks or the banking busi- 
ness in general. Yet, one of the great 
troubles in credit lines among building and 
loan associations today is the unfair attitude 
taken by the bankers that, because one-quar- 
ter of one per cent. of building and loan 
associations have proven bad during each of 
the past two years, the whole business ought 
to be condemned. 


As evidence of the unfortunate lack of mutual understanding 
which sometimes exists as between the commercial banker and the 
savings and loan banker the accompanying item is reprinted from 


The Savings and Loan Journal. 


ing letter of a building and loan leader 
to his banker: 


But your statement that our account war- 
rants only a $ line is not correct; for 
your arrangement with us is that we shall 
carry 15 per cent. balances, and our deposit 
has never gone below that percentage. 
Furthermore your suggestions that we col- 
lateralize this loan again ignores our arrange- 
ment with you. 

What is the use of our carrying a balance 
in banks, losing money on the arrangement, 
but charging it to the cost of maintaining 
credit lines, when, once a year, when we 
need the credit, it is not available in proper 
amount, nor under proper conditions. In 
fact, according to your letter, had we ac- 
cepted your offer, our entire credit struc- 
ture would have been changed to a secured 
one instead of open lines. 

While you were making suggestions of this 
kind, it seems to me that you failed to make 
one that your committee would like to man- 
age this association for the sixty days during 
which we expected you to handle our paper. 


May I not also be permitted to say at this 
time that one of the principal reasons for 
the delay in paying notes on the part of a 
few building and loan associations has been 
the activities of big banks in selling securi- 
ties (some good and some bad, mostly bad; 
a little American, a lot foreign) which has 
drained the perfectly good savings of the 
people in our type of institution. I do not 
specifically mention any bank, and for the 
basis of this statement, you are referred to 
the public press, the Literary Digest, the 
Congressional Inquiry, and the records of the 
great international bankers, who freely admit 
that these billions of dollars of worthless or 
greatly depreciated promises to pay were 
foisted on our ever credulous public, and the 
banks, themselves, own only a trifling per- 
centage of the original issues. 

Your answer to our letter, suggesting that 
in present conditions we might obtain part 
of the suggested amount from you and part 
from another of our banks would have been 
in order. Your statement that we were not 
entitled to the amount of the line nor to the 
amount without security in a roundabout 
way abrogated the arrangement we thought 
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turn the thought by asking how much your 
investments have depreciated or at what 
basis you are valuing them at this time. 


we had with you. Your statement that this 
association needs more than usual scrutiny 
at this time was gratuitous. I shall not re- 


4 tet WE 
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ater , 
New York Stock Exchange. From an etching by Anton Schutz. 





Men in the financial world need 
substantial life insurance as a Stabi- 


lizer in their Personal Affairs 


L, this economic situation the cer- 
tainty of life insurance in its investment features stands out in high 
relief. People realize more than ever how necessary such insurance 
is as a foundation on which to build personal, family and business 
security. 


They know that in case of necessity the cash values of their life 
insurance are immediately available to tide them over difficulties when 
accommodation is needed. 


Then, too, it has become widely known that no matter how few 
premiums have been paid, the dependents have been made safe, for 
they will receive the full amount if the policy is in force at death. 


Of equal moment is the fact that the public has been educated to 
realize that life insurance can provide for the insured’s own later 
years and that he can arrange to enjoy its benefits, either in cash or as 
a monthly income for life. 


CoMaryAar 2 
LIFE INSURANCE COMPANY 


OF BOSTON, MASSACHUSETTS 


A dividend-paying mutual company, more than 69 years in business. Paid 
policyholders in 1931 ever 87 millions of dollars. Assets $621,278,133; reserves 
and all other liabilities $577,452,317; general safety fund $43,825,816. Complete 
life insurance service for financial and family protection. All forms of annuities; 
also group life, group accident and sickness. 


Joun Hancock Inquiry Bureau, 197 Clarendon Street, Boston, Massachusetts 


Please send me your booklet, “My Financial Problems.” 


Street and No. 


City 
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Chinese 


Banking 


Status Is Changing Rapidly with the Rise of the ‘“Foreign-Style” 
Banks —- Their Functions and Importance 


By FREDERIC EDWARD LEE 
Professor of Economics, University of Illinois, and author of Currency, Banking and Finance 


in China 


trous monetary and financial dis- 

turbance of the present century, 
the close of, or the lull in, Sino-Japanese 
hostilities at Shanghai found the bank- 
ing structure of that commercial me- 
tropolis undergoing marked changes. 
Changes which might have taken 
decades to work out, such as the pool- 
ing of reserves and the creation of a 
local clearing house or association, were 
more or less forced upon the Chinese 
banking and commercial authorities dur- 
ing the weeks of Japan’s “unofficial 
war” on Shanghai. 

More important, however, than these 
changes was the added prestige and 
prominence given to the modern foreign- 
style banks of China in connection with 
the commercial banking transactions of 
that country. Any development of this 
character, affecting as it will the han- 
dling of American foreign trade with 
China, is of importance not only to 
American banks—some of which have 
branches in the Far East—but also to 
other trading and financial interests. 

In reasonably normal times the total 
foreign trade between the United States 
and China amounts to between $315,- 
000,000 and $400,000,000 per annum, 
or more than 40 per cent. of the volume 
of trade between this country and the 
whole of South America. The entire 
population of South America, more- 
over, is only one-seventh of the popula- 
tion of China, hence developments in 
the latter country have a greater impor- 
tance to this country and to the world, 
both for the present possibilities and for 
future potentialities, than most people 
realize. For this reason a more funda- 
mental knowledge of the structure and 


Fees mon from the most disas- 


working of these modern-type Chinese 
banks and the changes which are taking 
place in them is of significance. 


FOREIGN-STYLE BANKS MAINLY A 
POST-WAR DEVELOPMENT 


While the old-style native banks in 
China* have until very recently been 
doing the greater bulk of the actual 
banking business of that country, par- 
ticularly in the regions away from the 
larger cities and foreign settlements, the 
development of the modern foreign-style 
bank in China since about 1900 has 
been one of the most interesting bank- 
ing developments in that country. The 
disappearance entirely of the old Shansi 
Banks* as a corporate body in 1912, 
following the Chinese Revolution in 
1911-12, gave an impetus to this growth 
of modern banks. 

In 1926, when the second edition of 
the Commercial Handbook of China 
was prepared by the Department of 
Commerce, Washington, it was esti- 
mated that there were at that time be- 
tween 100 and 150 of these modern 
banks, fashioned after the commercial or 
joint stock bank of the United States 
and of the United Kingdom. They had 
an aggregate paid-up capital of from 
$150,000,000 to $200,000,000 silver. 
More recently a Chinese writer states 
that while it is difficult to draw the line 
as to the right of a financial institution 


*The 2000-year history of China’s old- 
style native banks is covered in detail in an 
article by the present writer in the American 
Bankers Association Journal for August, 
1931, while the career of the famous Shansi 
bankers is dealt with in Barron’s for April 
27, 1931, in an article on “Banking Origins 
in the Orient.” 
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to be styled a modern bank, there are at 
least 200 banking institutions in China 
today deserving that name. 

At the beginning of the present cen- 
tury there was only one such bank in 
China; it had been founded in 1897. 
The second was not opened until 1906 
and by the end of the first decade of 
this century only eight such institutions 
had been founded. One hundred and 
sixty-eight such banks were established 
in China between 1917 and 1930, hence 
it is apparent that much of this growth 
has been a post-war development. 

The extraordinarily high price of 
silver in China between 1918 and 1921 
and the profits to be made on foreign 
exchange in that period probably ac- 
counted for the establishment of some 
fifty-seven of these modern banking in- 
stitutions in the four-year period from 
1918 to 1921, inclusive. Before the 
price of silver broke early in 1920, one 
dollar in Chinese silver currency ex- 
changed for $1.17 gold, whereas the 
average for twenty-five years before the 
war was $0.43 gold for $1.00 silver. 
The function of dealing in foreign ex- 
change by these modern-style banks had 
its inception in 1918 and had its great- 
est development during the period of 
the high price for silver. The first 
foreign exchange department for such 
banks was that of the Shanghai Com- 
mercial Savings Bank created in 1919. 


MODERN BANKS CENTERED IN LARGE 
CITIES 


The majority of these modern, 
foreign-style banks are located in the 
larger commercial centers of China, and 
most of them are under the aegis and 
protection of the foreign settlements 
and concessions. When the writer was 
making banking and financial investiga- 
tions in China from 1920 to 1922, nine- 
teen of these banks had their headquar- 
ters in Shanghai in the International 
Settlement and in the French Conces- 
sion there. Eighteen were in Peking— 
now Peiping; eight in Tientsin, the 
northern metropolis and_ treaty-port; 
seven were in the British Crown Colony 
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of Hongkong; three were in Nanchang, 
the capital of Kiangsi Province and not 
a treaty-port; and three in Soochow. 
Several other centers had one or two 
each. Of the seventy or more such 
banks which have ‘been set up since 
1925 almost all are in the same urban 
centers. In March, 1932, there were 
twenty-six in Shanghai. 

Since much of the business of these 
banks has to do with the financing of 
imports and exports for Chinese firms, 
it is logical and natural that most of 
them would be located in such centers. 
But in times of more or less endemic 
political disturbance in China, the added 
attraction of foreign protection has had 
its influence on the question of location. 
The dealers in imported merchandise in 
China usually pay for their imports in 
taels—a fixed weight of silver of a cer- 
tain fineness, with over 170 different 
varieties in use in different parts of the 
country—while they sell the imports for 
the silver yuan or dollar, now worth 
about $0.24 gold. Until recently most 
of such dealers in foreign merchandise 
usually carried their accounts: with the 
old-style native banks, but by reason of 
certain changes in practice, to be ex- 
plained below, the foreign-style banks 
have assumed a position of more impor- 
tance in this field. 


VARIOUS FUNCTIONS PERFORMED 


The functions performed by these 
modern banks are somewhat similar to 
those of the commercial banks of the 
Occident, but probably compare more 
closely with the functions of the foreign 
and semi-foreign banks operating in 


China. These foreign-style Chinese 
banks accept deposits—including cur- 
rent accounts, fixed and savings de- 
posits. They make advances in the form 
of loans and overdrafts but with the 
latter method, following British com- 
mercial banking practice, in more com- 
mon use. The discount of bills is also 
an important function and in this re- 
spect they follow the practices of the 
London discount houses and the discount 
activities of the British joint stock banks. 
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A very important, and, incidentally, a 
very profitable function of these banks 
is that of the transfer of funds both 
within the country and between China 
and foreign countries. In a country like 
China where virtually every section has 
its own form of dollar or local currency 
in taels or “small coin,” and where the 
notes of even a foreign bank will not be 
accepted at par by the branch of the 
same bank in another city but at a dis- 
count of anywhere from 5 to 12 per 
cent., the possible profits in this field be- 
come apparent. 


EXCHANGE FUNCTION IMPORTANT 


The writer in traveling in Northern 
Manchuria had with him some of the 
notes of the Shanghai branch of one of 
the largest British banks operating in the 
Far East. While Shanghai funds were 
at a premium of around 10 to 12 per 
cent. in Harbin, the Harbin branch of 
this bank would accept the Shanghai 
notes only at a discount of 2 per cent. 
These notes were taken to the Harbin 
branch of an American bank where 
they were exchanged at a 5 per cent. 
premium. But a week or so later, after 
selling a government draft for funds in 
the same city and not desiring to take 
all of the proceeds of the draft into 
Siberia at that time, the writer found 
that the cost of transferring $500 of 
Harbin funds to Shanghai for deposit 
there would be 12 per cent., or $60 for 


Exchange transactions 

Interest earned 

Profits on investments 

Profit on weight and fineness of silver 


Receipts from land and property investments 


Sundry income and commissions 


General expenses amounted to 
Bad debts written off 


Dividend at 8 per cent. per annum for two years on $1,000,000 capital 


Balance carried to surplus account 


Grand Total 
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the dispatch of $500 about 1200 miles. 
This cost, which was the same at any 
of the foreign or larger foreign-style 
Chinese banks, was obviated in this par- 
ticular case by taking these local dollar 
notes to the Harbin branch of a Japa- 
nese bank and exchanging them fer gold 
yen notes. These notes were sent by 
registered mail to Shanghai and when 
the writer returned to Shanghai a few 
weeks later the gold yen notes were 
taken to the Shanghai branch of this 
Japanese bank and _ converted into 
Shanghai dollars without any appre- 
ciable loss. While the Shansi banks 
were in operation in China prior to 
1911 they made a practice of conveying 
or transmitting funds from one province 
to another or from one part of China 
to another for a 3 per cent. charge, or 
at times for even a smaller fee, but since 
their disappearance the other banks of 
China have found the local or domestic 
exchange function a very profitable form 
of business. 

Other functions of these banks in- 
clude: buying and selling of gold and 
silver bullion, financing imports and ex- 
ports by the purchase and sale of bills 
of exchange and acceptances, and trust 
company and safety deposit functions. 


EARNINGS ILLUSTRATIVE OF FUNCTIONS 


A condensed statement from a profit 
and loss account of one of these foreign- 
type banks, operating on a paid-up 


$233,667.90 
918,826.45 
8,303.06 
92,367.43 
16,168.76 
26,405.98 


$895,739.18 
853.54 


$896,592.72 


$434,867.01 
300,359.25 
160,000.00 
1,366.46 


$896,592.72 


Principal items from the balance sheet of a typical foreign-type bank. 
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capital of $1,000,000 silver, illustrates 
the importance of these various func- 
tions. The principal items of this state- 
ment, covering a two-year period of 
operations, are shown .in the table on 
page 241. 

This profit and loss account was 
for a period of depression in China 
when “the great number of business 
failures resulting from the disturbed 
conditions—increased our ‘bad debts’ 
account.” Yet despite these conditions 
this bank was able to write off $300,000 
of bad debts, pay an 8 per cent. divi- 
dend annually and still carry forward 
a small surplus. 


BANKS REGISTERED WITH MINISTRY OF 
FINANCE 


All of the modern-type Chinese banks 
must be registered at the Ministry of 
Finance of the National Government, 
whether they operate in territory wholly 
controlled by the government or not. 
Even the foreign-style banks of the 
British Crown Colony of Hongkong and 
of the International Settlement at 
Shanghai must be registered with the 
Chinese authorities if they are to do 
business in China proper. They must 
issue semi-annual balance sheets, audited 
by recognized auditors or accountants. 
Nearly all such banks have adopted 
foreign systems of accounting. 

The largest of these foreign-type 
banks are the semi-governmental institu- 
tions, the Bank of China and the Bank 
of Communications. While the gov- 
ernment owns some shares in these banks 
they are now essentially private institu- 
tions. In 1926 they had 113 and 60 
branches, respectively, throughout the 
country. The 1931 report for the Bank 
of China shows eighty-seven branches 
in China and one overseas branch in 
London, thus representing a slight de- 
cline in number of branches since 1926. 


BANKERS ASSOCIATIONS FORMED 


These modern banks have their bank- 
ers’ associations, patterned somewhat 
after the bankers’ guilds of the old-style 
native banks. The first Chinese Bank- 


——— 


ers’ Association was formed in Shanghai 
in March, 1917, but was not officially 
organized until in July, 1918, with seven 
members. In October, 1930, this asso- 
ciation at Shanghai had twenty-two 
members and the Peking and Hankow 
local associations had about the same 
number. Each of these associations in 
the larger centers is housed in its own 
excellent building. The local associa- 
tions unite to form the national Chinese 
Bankers’ Association which meets frota 
time to time in various cities to deal 
with current financial problems and to 
suggest banking and other economic re- 
forms. An interesting sidelight on these 
national meetings is that while one part 
of China may be engaged with another 
part in a civil war, yet this condition 
does not keep the bankers from all parts 
of China from coming together for their 
annual meetings, where the most cordial 
feelings and relationships are enjoyed! 


IMPORTANT CHANGES SEEN IN RECENT 
DEVELOPMENTS 


It was the Shanghai Bankers’ Asso- 
ciation which recently organized the 
joint reserve board which began func- 
tioning on March 15, 1932, comprising 
twenty-six members, for the purpose of 
combating the situation which arose 
during the period of Sino-Japanese 
hostilities. Due to a stringency in the 
Shanghai money market, occasioned by 
the scarcity of silver yuan and other 
coin following the exodus of hundreds 
of thousands of Chinese during the re- 
cent hostilities, the native banks refused 
to clear their native bank orders except 
on the payment of a premium. Reports 
from Julean Arnold, American Com- 
mercial Attache in Shanghai, estimate 
that each of the hundreds of thousands 
of Chinese families evacuating their 
homes carried with them from 50 to 500 
silver dollars or yuan for emergency 
uses, while others who were not obliged 
to evacuate provided themselves with 
hard money for the same reason. This 
scarcity raised the local exchange rates 
between dollars and taels to unprece- 
dentedly high levels. 
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Prior to the disruption of the money 
market by the war measures taken at 
Shanghai, dealers in imports in making 
payment for such, secured native-bank 
orders, which are promises to pay a 
stated sum in silver taels. These native- 
bank orders, issued post-dated ten days, 
were considered negotiable instruments 
in the Shanghai and other Chinese 
money markets and were accepted freely 
by foreign and by foreign-style Chinese 
banks, which arranged with the old-type 
native banks for their clearance. During 
and following the hostilities the native 
banks refused to redeem these native- 
bank orders in cash, except on a pay~ 
ment of a premium which went as high 
as six taels per thousand for the ten-day 
period and later dropped off to two 
taels for the period. This action was 
taken in order to protect their reserves 
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but it has resulted in the transfer of a 
considerable portion of such business, 
which formerly went to the “native 
banks,” to these foreign-style banks. To 
meet this situation the modern banks 
established the joint reserve board, and 
the board, in turn, is attempting to in- 
troduce modern clearing practices in 
Shanghai by the establishment of a 
clearing house. 

It is estimated that if both of these 
measures prove successful they will tend 
to reduce very materially the importance 
of the old-style native banks in commer- 
cial banking transactions in China. At 
any rate the whole banking structure in 
that country is at the present time in a 
state of modification, and the new bank- 
ing laws which were recently enacted 
by the National Government in Nan- 
king will extend the structural changes 
which are now taking place. 


Kentucky Liquidates Country Banks by Barter 
with Good Results 


B* resorting to bartering, James R. Dor- 
man, Kentucky state banking and securi- 
ties commissioner, hopes many more closed 
banks in rural districts of the state may be 
able to settle with depositors in full. 

This has been done in at least one case. 
Depositors of the Peoples Bank at Wood- 
burn, Ky., which closed January 8, were paid 
in full through a method worked out by Rex 
A. Logan, Bowling Green, who assisted 
Deputy Banking Commissioner T. C. Fergu- 
son in liquidating the bank. The Peoples 
Bank had about $26,000 in deposits. 

The idea is this: Some of the notes held 
by a closed bank are good but not imme- 
diately collectible. A depositor not pressed 
for cash is willing to accept such a note in 
satisfaction of his claim against the bank. 
The depositor then collects the note by ac- 


cepting in payment a team of mules or some 
other property from the man who originally 
executed the note to the bank. 

“In some instances,” Dorman said, “the 
bank takes over a farm from a man who 
owes the bank on a note. The farm is then 
given by the liquidating agent to a depositor 
who has a claim against the bank equal to 
the market value of the farm. 

“Everybody is satisfied,” Dorman remarked, 
“and the depositors are paid in full.” 

“The principle and the practice of barter 
appeal to farmers, whose business is, in many 
cases, partly that of traders,” commented the 
Louisville Times. 

“The Logan plan, apparently, would ap- 
peal to debtors of the bank as well as to de- 
positors who are weary of waiting to recover 
the amounts of their balances when the bank 
closed.” 
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Follow the Bankers to California 


American Bankers Association to Hold Fifty-Eighth Convention 
in Los Angeles 


By W. R. MorEHOUSE 
Vice-President, Security-First National Bank, Los Angeles 


IME has no record of a people 
T we came to California without a 

spirit of adventure. Each year of 
its century-old history was fitted into 
place by men seeking the new, the 
thrilling. Spanish explorers, Spanish 
dons, American trappers, the conquer- 
ing army of General Fremont, Forty- 
niners, and then the Empire builders 
whose railroads bridged the last gap 
between the new land and the old civi- 
lization. So it is that California comes 
by its reputation as a wonderland and 
a playground of playgrounds through 
the heritage of a brilliant past. What 
easterner hasn't said to himself that 
some day he would see California. This 
year the American Bankers Association 
convenes in Los Angeles. No banker 
can afford to miss this most important 
meeting. No more serious problems 
have faced such a conclave before. At 
the same time the delegate to the con- 
vention can treat himself and family to 
an unexcelled vacation. 

Visitors upon returning from a trip 
to California tell of the mild, delightful 
climate; they tell of majestic mountains 
carved miles high from solid granite by 
glacier and rushing torrent; they paint 
in glowing terms pictures of the multi- 
colored expanse of the booming Pacific; 
they retell the time-worn story of the 
heroic establishment of the Spanish 
missions by the Franciscan padres when 
the American Colonies were in their 
birth throes; they add descriptions of 
movieland and its citizens of the screen, 
of the endless orange groves, of Old 
Mexico, nearby Californian neighbor, of 
the silent gorgeously colored desert; but 
their excitedly told tales mean nothing 
to the listeners until those same people 


make the visit themselves. For, Cali- 
fornia has to be seen to be appreciated. 

Three previous A. B. A. Conventions 
have chosen Los Angeles as the site of 
their annual meetings. The city could 
have no finer recommendation as a suit- 
able host. This year the A. B. A. comes 
here again. And never before has it 


W. R. MorEHOUSE 


Vice-president of the Security-First Na- 
tional Bank of Los Angeles. 


been possible for the bankers of the na- 
tion to attend a national’ conclave at so 
moderate a cost. Railroad rates are 
down to rock bottom, hotel accommoda- 
tions of the best are available at most 
reasonable rates, restaurants and cafes 
offer their best at unheard of low prices. 
To top it off, the delegate can attend 
the convention and by adding a few 
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days to his stay have a glorious vaca- 
tion. 

Southern California is the sportsman’s 
paradise. Fishing in the surf, in the 
deep sea, and in mountain lakes and 
streams, hunting, riding, swimming, 
golf, polo, yachting, tennis, all of these 
are readily accessible to the visitor. 

Few places can boast of sixty all-grass 
golf courses. The golfer can look for- 
ward to a course for every mood and 
every day of his stay. There isn’t a 
hazard that can’t be found on one of 
these fine courses. Golf tourneys that 
have been international news have been 
played off on some of these courses. 
And, that tourney of tourneys, the 
annual A. B. A. Convention play-off, 
will take place on one of the most choice 
of the Southern California courses. Cer- 
tain of the delegates who are anxious to 
enter the tourney may have to leave for 
home a day early. Special arrangements 
have been made to allow these people 
to enter the play at Del Monte on that 
classic course or at Agua Caliente. This 
will accommodate those going both by 
the northern and the southern routes 
home. Results of these matches will be 
wired to Los Angeles and entered with 
the regular talley. 

Last year’s national football cham- 
pions, the Trojans of the University of 
Southern California, have invited the 
delegates to the A. B. A. meeting to be 
their guests at a conference game in the 
Olympic Stadium, scene of the Tenth 
Olympiad. Football will be in full 
swing up and down the coast at the 
time of the convention. Other universi- 
ties and colleges around Los Angeles 
are the University of California at Los 
Angeles, Pomona, California Institute 
of Technology, Occidental and Loyola. 

Official headquarters of the conclave 
will be the Biltmore Hotel, known as 
the “host of the coast.” Here, delegates 
will be entertained with dinners, ban- 
quets, luncheons, dances, smokers and 
the like. It is located in the heart of 
the metropolitan district within close 
range of the main theaters, the smart 
shopping districts, and Hollywood, 
Pasadena and Beverly Hills. 
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Hollywood is the film capitol of the 
world. Major studios are centered here, 
and one may see the brightest stars of 
the screen at work. Also the famed 
Chinese Theatre, scene of many a bril- 
liant world premiere, is in Hollywood. 
The prologues of Sid Grauman are 
shows to be talked about as much as the 
main features. 

Snow capped peaks, clear, laughing, 
trout-laden streams, cool lakes make a 
mountain wonderland for the visitor 
that he can’t forget. Resorts of every 
kind and description are within easy ac- 
cess of the city. The mountain lover, 
like the man who prefers the beach, 
can find the country to suit his wishes 
perfectly. 

In Southern California are ten of 
those venerable old Missions which were 
havens for the aboriginal Indians and 
the early travelers in the California of 
the eighteenth century. They are within 
easy reach from Santa Barbara, a hun- 
dred miles to the north; to San Diego, 
a hundred twenty miles to the south. 
Both of these towns are picturesque and 
charming places to visit. Old Mexico 
with the famous Agua Caliente resort 
is just across the border from San 
Diego. 

Bibliophiles and art connoisseurs, as 
well as the casual observer, cannot fail 
to miss seeing the wonderful collections 
at San Marino in the Huntington Lib- 
rary and Art Gallery. Here are price- 
less treasures collected during a life- 
time by the eminent railroad builder, 
Henry E. Huntington. 

Just as was decided at the Atlantic 
City meeting, the blues will be buried 
out of sight and nothing but the spirit 
of fiesta and optimism will be allowed. 
Such a welcome is being prepared for 
the delegates by the Los Angeles bank- 
ers that they will know again why it is 
Los Angeles has been three times their 
host before. 

The business of the convention has 
been well interlarded with programs of 
entertainment. Elaborate plans have 
been laid, such that will make the 1932 
A. B. A. Convention a memorable 
event. 
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A PORTFOLIO OF 
CALIFORNIA 
BANKERS 


HE Los Angeles bankers 

whose portraits appear 
on the following pages con- 
stitute the Reception Com- 
mittee for the coming con- 
vention of the American 
Bankers Association. 
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ANDREW M. CHAFFEY 


Chairman of the reception committee, 
president of the Los Angeles Clear- 
ing House Association and chairman 


of the board, California Bank, Los 
Angeles. 


In 1905 Mr. Chaffey founded the first 
branch bank in California, the forerunner 
of the now extensive branch banking systems 
in the state. He was active in the develop- 
ment of the irrigation systems in Imperial 
Valley, the greatest reclamation project in 
the United States. 


HENRY M. ROBINSON 


Vice-chairman of the reception com- 

mittee, and chairman of the board, 

Security-First National Bank of Los 
Angeles. 


Mr. Robinson heads the largest bank in 
Southern California, which ranks tenth in 
the United States on a basis of total re- 
sources. He is an officer and director of 
numerous outstanding industrial concerns in 
the Southwest and is a trustee of the world- 
famous Henry E. Huntington Library and 
Art Gallery. He was chairman of the 
American delegation to the International 
Economic Conference in 1927 and was one 
of the three United States members of the 
committee which evolved the Dawes Plan. 
He is a member of the President's Unem- 
ployment Committee and is active in plan- 
ning relief. 


DR. A. H. GIANNINI 


Chairman, general executive commit- 
tee, Bank of America, National Trust 
and Savings Association. 


Dr. Giannini is the senior executive in 
charge of the bank’s operations in Southern 
California. - He is a native Californian. He 
was formerly president of the East River 
National Bank, New York. 
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J. A. H. KERR 


Vice-president, Security-First National 
Bank of Los Angeles. 


Mr. Kerr was a national bank examiner 
from 1907 to 1917. He has always been 
active in civic affairs. He was president of 
the Los Angeles Chamber of Commerce in 
1931-32 and has been a leader in the Los 
Angeles Community Chest. He is a member 
of the National Foreign Trade Council. 


WILLIS D. LONGYEAR 


Vice-president and director, Security- 
First National Bank of Los Angeles 
and chairman of the trust committee. 


Mr. Longyear is one of the four surviving 
members of the “Old Guard” of the Secur- 
ity-First. He is a member of the economic 
policy commission of the American Bankers 
Association and was for many years a mem 
ber of the executive council. 


CHARLES H. TOLL 


Vice-president and director, Security- 
First National Bank of Los Angeles. 


Mr. Toll is one of the organizers of the 
Metropolitan Water District and served as 
treasurer since this $220,000,000 project was 
formally launched in 1929 to provide water 
for thirteen cities and towns in Southern 
California. Mr. Toll devotes much of his 
time to philanthropic and social service en- 
deavors, being particularly interested in the 


training of young boys for honorable man- 
h vod. 
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DR. M. N. AVERY 


Vice-president and director, Security- 
First National Bank, Los Angeles. 


Dr. Avery has been engaged in banking 
in Los Angeles since 1890 when he organ- 
ized the old German American Savings Bank, 
later absorbed into the Security-First Na- 
tional system. 


VICTOR H. ROSSETTI 


President and director of Farmers and 
Merchants National Bank of Los 
Angeles. 


Mr. Rossetti is very active in civic affairs 
and in social service work. He has served 
on various banking committees and is a mem- 
ber of the advisory committee of the Los 
Angeles Clearing House Association for the 
American Institute of Banking. 


GEORGE L. BROWNING 


President of the Seaboard National 
Bank, Los Angeles. 


Mr. Browning organized the Seaboard 
National Bank in 1924 after he sold the 
Liberty National Bank of Oklahoma City a 
year previous. He began his banking career 
twenty-nine years ago at Mill Creek, Indian 
Territory. 





_—_— "'" 


THE BANKERS MAGAZINE 


HERBERT D. IVEY 


President and director, Citizens Na- 
tional Trust and Savings Bank, Los 
Angeles. 


Mr. Ivey is vice-president of the Los 
Angeles Clearing House Association and is 
also treasurer of the All-Year Club of South- 
ern California. 


GEORGE W. WALKER 


Director and chairman of the execu- 
tive committee, Citizens National 
Trust and Savings Bank, Los Angeles. 


Mr. Walker is a director of the Petroleum 
Corporation of America and numerous other 
corporations. He was formerly president of 
the Citizens Trust and Savings Bank. 


CARL L. SCHLOESSMANN 


President of the German American 
Savings Bank of Los Angeles. 


Mr. Schloessmann organized the German 
American Savings Bank in 1927 as the first 
German American bank in the United States 
after the War. He began his banking career 
in San Francisco and was later a representa- 
tive of American and foreign periodicals in 
Paris. He is active in many German 
societies. 
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JAMES R. PAGE 


President and _ director, California 


Bank, Los Angeles. 


Mr. Page was for many years engaged in 
investment banking. He is a director of 
several corporations in Los Angeles; is trus- 
tee for two well known boys’ schools and a 
number of hospitals. 


BEN R. MEYER 


President of the Union Bank and 
Trust Company, Los Angeles. 


Mr. Meyer organized the Union Bank and 
Trust Company in 1914. He has been ac- 
tively interested in public utilities and has 
also been prominent in social service work. 
He is a trustee of the California Institute of 
Technology and of the University of South- 
ern California. 


RALPH B. HARDACRE 


Vice-president and director, Security- 
First National Bank of Los Angeles. 


Mr. Hardacre was president of the Cali- 
fornia Bankers Association in 1927-28 and 
is a former member of the executive commit 
tee of the American Bankers Association. 
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ORRA E. MONNETTE 


Vice-president, Bank of America, 
National Trust and Savings Associa- 
tion. 


Since 1914 Mr. Monnette has been presi- 
dent of the board of directors of the Los 
Angeles Public Library. He is also a mem- 
ber of several important civic bodies in Los 
Angeles. He is interested in the activities 
of patriotic, historical and _ geneological 
societies and is the author of several books 
on historical and geneological subjects. 


T. B. WEATHERBEE 


Vice-president and Los Angeles Man- 
ager, The Canadian Bank of Com- 
merce (California). 


The Canadian Bank of Commerce (Cali- 
fornia) is a subsidiary of the parent bank 
by the same name with head office in 
Toronto. Mr. Weatherbee joined this insti- 
tution in 1908 in Nova Scotia and has served 
in nearly all of the provinces of the Domin- 
ion. He is a Fellow of the Canadian Bank- 
ers Association. 


W. N. AMBROSE 


Managing director, Los Angeles 
Branch, Federal Reserve Bank, San 
Francisco. 


Mr. Ambrose has been with the Federal 
Reserve since its organization in November, 
1914. He started his banking career in San 
Francisco. For a number of years he was 
afhliated with the Anglo California Bank, 
Ltd. and the Anglo & London Paris National 
Bank, both of San Francisco. 
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Clearing House 


of Service 
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A bank, like other institutions and organiza- 
tions engaged in public service, reflects the 
character of those whom it serves and of 
those who serve it. 


This Bank numbers among its clientele and 
correspondents the leading financial institu- 
tions here and abroad. Whether located in 
small town or large city, each contributes 
something of its own strength and facilities to 
the mutual interest of all. 


The distinguishing features that have made 
this group of banks successful each in its own 
field insure a high quality of service available 
to all our depositors and correspondents. 


THE 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 
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What Is the Best Location for a 
Bank? 


By Haro_tp HAMMOND 
Of the Tilghman Moyer Company 


This is the first of a series of articles by this author that will appear from time to time. 
Each article will consider some one phase of the relation between a bank's building and its 


business. 


This article treats the choice of site as first in order. 


Future articles will consider 


such phases as the arrangement of the bank's floor plan, vaults, the quality of the building, 


its cost, and its appearance. 


Altogether they will discuss a number of connections in which 


a bank's building can help, or hinder, its business. 


progressing merrily and _prosper- 

ously, the most advantageous busi- 
ness locations-in almost every city and 
town were at a premium. There were 
not enough such locations for everybody 
that wanted them. Those that had 
them held on to them, or asked prohibi- 
tive prices for them. Many banks that 
built new quarters would have liked to 
secure a better location but could not 
find one available. Nowadays, in almost 
every city and town we pass through, 
there are many of the best business 
locations available, usually at reasonable 
prices and in many cases at the low 


[: normal times when business was 


prices forced by necessary liquidation. 

Thus it would seem that perhaps it 
is not untimely to consider this matter 
of location, even in the cases of those 
banks that can do nothing more, at 
present, than secure an ideal location for 
the future. Present low building costs 
make it possible for some banks to do 
more than that for themselves. They 
also make it easy, and cheap, to alter 
or remodel a property, when that is 
necessary in order to have that prop- 
erty pay its way until such time as the 
bank can use it for itself. 

In considering the many ways in 
which a bank’s business quarters can 


The National Bank of Smyrna (left) and the Fruit Growers National Bank and 


Trust Company (right) of Smyrna, Del. 


These banks built at the same time but 


each refrained from locating at the corner property, leaving it open to commercial 
development, thus fixing this as the town’s busiest corner. 
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The National Bank of Schwenksville, Schwenksville, Pa. 


site. 
been built upon. 


A creek runs beneath the 


It was a very desirable corner location in the heart of the town, but had never 
By confining the creek in a stone culvert, the site was reclaimed 


and used. 


have an effect upon its volume of busi- 
ness, and upon the quality of its busi- 


ness, it must be granted that the location 
of these quarters is of major importance. 
Business in general, but more particu- 
larly certain chain store systems, have 
formulated what is almost a science, by 
which they choose their locations. Not 
all of their findings are applicable to 
choosing a location for a bank, and 
there are some facts about bank loca- 
tions which do not apply to merchandis- 
ing. 

Since banking is so specialized a busi- 
ness, or profession, there is more to con- 
sider, about the lot itself, than merely 
whether its area is great enough to do 
business in. There are such matters as 
minimum width and display value; and, 
since it is so general for banks to own 
their own buildings instead of renting 
quarters, there are the engineering prob- 
lems offered by the lot, all of which 
must be considered in comparing loca- 
tions. 

Since the banking business requires a 
location in the heart of the business dis- 
trict, where a monumental architectural 
“setting” is impossible, you will take it 


for granted that your architect's skill 
can produce a building of satisfactory 
appearance for any site that your bank 
may select. You can then eliminate 
aesthetic factors and proceed to examine 
the other considerations that should de- 
termine the selection, namely, (1) the 
site as an investment, (2) as an engi- 
neering problem and (3) as to how it fits 
the bank’s business. Bankers, of course, 
are familiar with the problem of fore- 
casting the investment value of a piece 
of ground. Their experience has brought 
them the ability to predict whether the 
value will go up or down, and to pretty 
well guess how much. Then there are 
mortgage specialists who can be con: 
sulted if required, if the banker feels 
that he had better have an additional 
opinion. But there is one factor with 
which architects are more familiar and 
which should never be forgotten, when 
considering the site from an investment 
angle. Whenever a site has on it a 
building which is too poor in quality for 
the value of the site, or to put the same 
thing differently, whenever the site be- 
comes too great in value for the building 
it holds, then a purchaser will pay little 
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or nothing for the building; he will pay 
only for the value of the site. This is 
because the building is of no value to 
the purchaser. He will have to tear it 
down and build an adequate building in 
order to use the site for all it is worth. 

In considering the prospective site 
from the second viewpoint-—as an en- 
gineering problem—a knowledge of 
buildings and engineering is required, 
and your architect can well be consulted. 
He will sum up the cost of overcoming 
all the physical problems presented by 
the site. Among these problems are such 
dificulties as rock to be excavated, 
quicksand or other poor bottoms, the 
slope of the ground as it affects excava- 
tion and fill, conditions requiring water- 
proofing of basements, neighboring fire 
hazards which would increase insurance 
rates, how far to sewers and electric and 
water supplies and all such considera’ 
tions. The cost of overcoming any such 
difficulties must be added to the pur- 
chase price of the site before that pur- 
chase price can be compared with the 


price of any other site that may have 
less, or none, of these drawbacks. 


The Farmers and Mechanics National Bank, Phoenixville, Pa. 
Colonial style, is on a site that has great display value. 
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But the cost of overcoming such difh- 
culties varies with the type and size of 
the new building which will be placed 
on the site. Therefore, a very good 
method is to have your architect pre- 
pare, in the rough, a floor plan sketch 
which solves all the bank’s building re- 
quirements in an ideal way. Carry such 
a sketch along when examining sites, 
and the true value of the site from the 
engineering viewpoint will be much 
more easily apparent. 

The third consideration is the adapta’ 
bility of the site to the business require- 
ments of the bank. This is usually the 
most important of the three. The ulti- 
mate value of the site is measured by 
the profit that it will earn, and it is 
through the bank’s business that all the 
profit must come. Any advantage to 
the bank’s business that a given site 
presents is repeated profit year by year, 
while physical disadvantages are paid 
once at the time of building. In con- 
sidering the business advantages of the 
site, the banker must exercise the most 
impartial judgment. He cannot allow 
sentiment for the site on which'he has 


TBrBecerOre «# 


This building, in the 
At night powerful flood 


lights play upon the building from a concealed source on the top of a nearby struc- 
ture. The detail in the delicate modeling of the white stone, picked out as it is by 
trong shadows, makes a striking picture in contrast with the Colonial red brick. 
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done business for so long to sway him, 
and any other sentiment is treacherous 
unless it has a business value. If the 
improvement of an eyesore corner will 
gain public sentiment in his favor, it will 
probably gain new depositors and that 
is business. If, however, he prefers an 
otherwise unfavorable site because his 
father and grandfather did business 
there, or because the park across the 
way is a refreshing outlook, then that is 
not business and sentiment should be 
put in its proper place. In examining a 
site for its adaptability to the bank’s 
business, the first question is whether 
the lot provides enough square feet of 
area to comfortably provide space re- 
quirements, and in addition it must pro- 
vide area for light wells if the building 
dimensions are so large that light from 
the street alone is not sufficient. The 


sketch floor plan, previously mentioned, 
is of value here, in satisfying this ques- 
tion. 

Then the most practical floor plan 
for the bank may require a certain 


width lot, regardless of area. Some 
banks can best operate with center pub- 
lic lobby, some with center work space 
(“island plan”), and others with side 
lobby. 

The center public lobby plan usually 
requires a minimum of about thirty to 
thirty-four feet in clear inside width, 
regardless of length. The site, of course, 
must provide this width plus the thick- 
ness of side walls. The center work 
space plan requires more width, and the 
side lobby less. The exact minimum 
width required by your bank, for any 
one of these three types of floor plan 
or their variations, can only be deter: 
mined by a study of the operation of 
your bank, its number of customers, and 
their concentrated or peak periods for 
doing their business with you. It is 
more or less guesswork to examine lots 
without considering this factor of mini- 
mum width required for your particular 
bank. 

The next business consideration is 
accessibility. If it is a country bank, 
whose customers come from outlying 
sections, then automobile roads and 


trolley lines must be considered, as well 
as available parking space. Sometimes 
it is of great advantage to secure a site 
large enough to provide parking space 
for the bank’s depositors. We know of 
a number of banks, both city and coun- 
try, who have provided such space and 
profited by it. 

As for pedestrians, a location might 
seem just as accessible if it were on a 
small cross street just off the main busi- 
ness street, and yet, for a bank, it is sel- 
dom so. That is because of a trait of 
human nature that seems to be un 
changeable. A location that you actu 
ally pass, in your routine path, seems to 
you vastly more accessible than one that 
requires even so slight a divergence from 
that path as twenty to thirty feet. The 
first location is familiar to you and 
easily reminds you of your errand there. 
The second is unfamiliar and is psycho- 
logically far less accessible. 

In addition to accessibility, the site 
may have display value, or it may lack 
that advantage. Even with old cus 
tomers, but more especially so with 
prospective new customers, the bank’s 
building is a visible display that first of 
all makes the passerby conscious of that 
bank’s existence, and furthermore re- 
veals to the passerby, favorably or un- 
favorably, perhaps falsely but more 
often truly, just what kind of bank 
operates inside those walls. 

This display value should not be ig- 
nored, nor should the kind of display 
(the architecture of the building) be 
considered lightly.-For a bank may have 
every other consideration of site in its 
favor, low purchase price, no costly en- 
gineering problems nor fire hazards, 
accessibility, and prominent display 
value; but if the building reveals a 
shoddy or greedy policy, or if it does 
not give the impression of permanence 
and solidity, or if it shows extravagant 
expenditure, then many prospective cus’ 
tomers never enter, and the bank is hurt. 

Altogether, the choice of a location 
with respect to all of these considera: 
tions is of major importance. The choos- 
ing of a site may seem complicated, but 
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if each consideration is taken in proper 
order, the procedure will smooth itself 
out into an orderly process which may 
be generalized somewhat as follows: 

1. Determine the requirements of 
the bank’s business, in terms of square 
feet, and of lobby and work space ar- 
rangement. Visualize these requirements 
in the form of an architect’s rough 
sketch of the desired floor plan. 
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2. If possible, find a number of 


Proposes Stage 
Money for 
Bank Tellers’ 
Cages 


PRINCIPAL 


CITIES 
- New York City 
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plausible locations that will meet these 
requirements. 

3. Then examine each of these loca- 
tions as to business value, investment 
value, and engineering problems. A 
quick process of elimination should 
bring the problem down to a choice 
among three or four sites at the most, 
and a more careful elimination should 
result in the most happy choice of loca- 
tions. 


HE wisely equipped bank cashier's cage 
should be stocked with 
money,” to outwit the bandits, in the opin- 


well “stage 
ion of an enterprising printing company of 
Indianapolis. 

Placed in places where cashiers are in the 
habit of leaving stacks of currency, the print- 
ing company believes the bandit 
quickly seize the paper and make his dash 
for liberty. It leaves it up to anyone to 
imagine the thief’s embarrassment when he 


would 


may count his ill-gotten gains. 
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Fo a number of years Hy. W. 
Sanders has been editing “From a Busy 
Desk” in The Burroughs Clearing House. 
His pungent comments on the many 
problems with which the modern banker 
is confronted have won him many friends 
and readers throughout the country. 


At last Mr. Sanders’ brilliant comments 
on present-day banking have been made 
available in book form under the appro- 
priate title of “American Banking in 
Transition.” 


Within the more than 170 pages of this 
book the reader will find helpful guidance 
in the many pressing problems with which 
banking is confronted in this “new era.” 
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ORDER BLANK 


Book Dep’t.—465 Main St., Cambridge, Mass. 
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Problems in Bank Credit 


THe BANKERS MacazINE has secured the services of a credit expert to answer the 


inquiries of readers on current problems of the credit manager. 


Questions of general 


interest to credit men and bankers will be answered and only the initials of the persons 


asking the questions will be used. 


In case the question is not one of particular interest 


to bank credit men as a whole or is one which has been answered before, a reply will 


be made by mail. 


In order that all questions may be answered intelligently, it is requested that they 
be direct and to the point, but that sufficient necessary detail be included to enable the 


editor to draw the proper conclusion. 


Inquiries should be addressed to the Editor, 


Bank Credit Problems, THE BANKERS MAGAZINE, 465 Main St., Cambridge, Mass. 


UESTION: A building and loan as- 
sociation recently applied for a 
loan. We have loaned them a number 
of times in the past and they do not 
borrow for long periods. They desired 
to use this money to take care of with- 
drawals of shareholders. What is your 
opinion with regard to making such a 


loan? Cc. B. W. 


ANSWER: There. have been those 
bankers who have never been inclined 
to look upon building and loan company 
loans with favor. This has perhaps been 
due to the feeling that in many instances 
the building and loan company directly 
competes with a bank and frequently 
oversteps its field of intended operation 
by conducting practically a regular 
banking business and placing sharehold- 
ers upon the same status as bank deposi- 
tors. Others have not inclined to this 
view. Regardless of the merits of their 
field of operation and aside from con- 
sideration of local circumstances which 
might be desirable or impelling reasons 
for making the loan, the practice is 
largely one of policy with banks. Inas- 
much as the shareholder of the building 
and loan company, which is really its 
depositor, occupies a secondary position 
as compared to a creditor, the matter of 
loaning building and loan associations in 
Most states assumes an element of safety 
from the standpoint of one who is to be 
classed as a creditor. In this connection 
the statutes and court decisions of your 


state should be carefully reviewed with 
regard to the status of building and loan 
associations so that your position as a 
lender is well established. We are not 
aware as to the particular liquid position 
of your bank and do not know the ex- 
tent to which you desire to take on loans 
of slow character not eligible for redis- 
count. You should also be primarily 
concerned in the matter of repayment. 
Will collections be used to retire your 
debt, be used to make new loans, be 
used to handle further withdrawals, or 
what? Ordinarily, by virtue of the 
monthly repayment plan for loans, em- 
ployed by building and loan associations, 
a source of liquidation is provided which 
should enable them to take care of bor- 
rowings if a proper plan is worked out. 
In a great many states there is an ele- 
ment of safety as to loaning building 
and loan associations because of the 
stockholder feature of savers. The 
amount of shares issued which are not 
against mortgage loans made have of 
course no withdrawal power, but a large 
amount of shareholdings not against 
mortgages may evidence that a consider- 
able amount of deposits are subject to 
immediate withdrawal subject, of course, 
to the by-laws of the particular associa- 
tion. 


QUESTION: We have had an ac- 
count of a furniture company for a 
considerable time and have loaned them 
as high as $10,000. They have just 
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given us their June 30, 1932 statement 
and it compares to the June 30, 1931 
statement as follows: 


June 30, 
1932 


June 30, 
1931 
2,182 6,864 
yk 3,198 

23,695 21,224 

49,873 57,133 


83,271 
137,682 
4,288 


Notes receivable .... 
Accounts receivable. . 


Merchandise 


88,419 
139,746 
3,984 


Plant and equipment 
Miscellaneous assets. . 





225,241 232,149 


Liabilities 
Notes payable, banks. 


Notes payable, mdse.. 
Accounts payable ... 


20,000 
9,684 
PL791 


15,000 
6,822 
13,282 





41,475 
100,000 
83,766 


35,104 
100,000 
_ 97,045 


Capital stock 


225,241 232,149 


150,291 196,380 


We would like very much to have 
your reaction to these figures and the 
changes which have taken place. 


S. W. R. 


ANSWER: We first note that vol- 
ume has declined almost 25 per cent., 
which of course reflects conditions. To 
what extent this decrease is due to 
lessened selling price and to what ex- 
tent due to loss in number of units sold 
we do not, of course, know. In connec- 
tion with this volume decline of 25 per 
cent. we note that merchandise has only 
been reduced about 1214 per cent., 
which to a certain extent is disappoint- 
ing. However it may be that because of 
the numerous designs and types of furni- 
ture carried that merchandise could not 
be reduced in the same proportion with- 
out destroying the completeness of stock. 
This feature would require some inquiry 
and thought particularly in view of the 
fact that debt was actually expanded 
during the year. Further, in spite of a 
25 per cent. decrease in volume, receiv- 
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ables have jumped from 12 per cent. of 
sales to 20 per cent. of sales. Even at 
a figure of 20 per cent., or about 70 
days for average receivable, this feature 
may not be particularly weak consider- 
ing the general slowing up in collections 
which has perhaps taken place. It would 
be well to have the receivables aged, 
however, to show the length of time 
they have been running. One group 
could show all under 30 days, another 
30 to 60 days, another 60 to 90 days, 
and another all over 90 days. This 
classification might prompt some further 
inquiry. The fact that the amount of 
notes receivable has increased would 
tend to indicate that perhaps longer 
terms have been extended some cus 
tomers or notes have been taken for 
past due accounts. We would ask as 
to this and make particular inquiry as to 
bad accounts written off. However, re- 
ceivables are still not terribly out of line 
with sales taken on the average. It is 
apparent that a loss of around $13,300 
was sustained for the year. This is not 
surprising for expenses probably could 
not be adjusted down as rapidly as vol- 
ume declined. Have they now been ad- 
justed and is a fair budget of sales set 
for the coming year upon which with 
a reasonable gross profit present rate of 
expenses will be covered? In other 
words if a volume is fair for 1932-33 of 
$150,000 and it is fair to figure gross at 
25 per cent., will that $37,500 gross 
profit cover expenses at their present 
rate? The fact that debt was expanded 
is disappointing and requires careful 
consideration as to the future for cash 
is now weak and cash and receivables 
do not cover current debt whereas a 
year ago cash was good and cash and 
receivables came nearer to covering debt. 
Undoubtedly plant has value but no 
doubt you desire to view the loan from 
the standpoint of an eligible piece of 
commercial paper and therefore are 
primarily concerned as to liquidity. If 
the expenses are down and can be cov 
ered on a reasonable volume by a fair 
rate of gross you would seem reason’ 
ably safe in going along so far as money 
goodness of the risk is concerned. If 
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there is some doubt as to ability to cover 
expenses and a loss is likely, if the re- 
duction of receivables and inventory do 
not seem very probable, meaning that 
loss will have to be offset by expansion 
of debt, then the situation becomes less 
inviting. The current ratio is now 
pretty thin and if you are guarding 
against getting a highly frozen loan you 
have to go pretty careful. In fact the 
present notes payable seem pretty well 
frozen for company would have to 
liquidate to considerable extent to pay 
out. 


QUESTION: What would you con- 
sider to be a satisfactory ratio of mer- 
chandise and receivables to sales for a 


hardware business? WwW. C.-L. 


ANSWER: You do not mention 
whether the business is wholesale or re- 
tail. It would probably be well for you 
to find out terms of sale for the particu- 
lar business you have in mind and 
further you should give due considera- 
tion to the type of customer which will 
dictate the type of merchandise the com- 
pany must carry and the paying ability. 
If the company carries much heavy 
hardware inventory will run heavier 
than with hardware of another type. 
Such hardware may also involve longer 
terms of sale. If the statement you are 
analyzing is a recent one it is entirely 
possible that both receivables and mer- 
chandise will show a poorer relationship 
to sales than formerly. This is due to 
the fact that volume is probably off 
while collections have slowed up. A 
fair rate of merchandise turnover for a 
wholesale hardware business might be 
41, to 5 times while a retailer in a 
city store will not run much better than 
3 times and a country store is likely 
to run as low as 21/4 times. This is 
due to a wide variety of lines and, with 
the country store, heavier merchandise. 
Receivables on the books of a whole- 
saler would perhaps normally run 50 to 
70 days sales while in the case of a re- 


tailer they should more properly run 
40 to 55 days. 


A book 


that every bank 
credit officer 


should read 


Here is a book which every bank 
credit man should have in his 
library because it contains within 
its 265 pages a complete analysis of 
the commercial paper market from 
the standpoint of seller, buyer and 
broker. 


The Commercial 
Paper Market 


By ROY A. FOULKE 


The author is a specialist in this 
subject, having been connected for 
many years with the bank service 
department of the National Credit 
Office. In this book he tells how 
to buy commercial paper and how 
to judge its worth from the credit 
standpoint. 


Send for your copy on approval 
today 


MAIL THIS COUPON 


BANKERS PUBLISHING COMPANY 
465 Main Street 

Cambridge, Mass. 

You may send me on five days’ ap- 
proval a copy of “The Commercial 
Paper Market” by Foulke. At the end 
of five days I will either send you my 
check for $2.50 or return the book. 





Risks of the Tellers’ Department 


A new book which every teller and 
every bank cashier should read 


by BENJAMIN L. FISHBACH 


M. C. S. 


CHAPTER I 


COMMERCIAL BANK ORGANIZATION 
AND TELLERS 


Management—Commercial Deposit Building 
—Departments—Paying and Receiving Func- 
tions — Historical Origin — Qualifications— 
Service 


CHAPTER II 


RECEIVING DEPOSITS 

The deposit ticket—Depositor’s assistance— 
The passbook—Mail deposits—Counterfeit 
and raised notes—Examination of checks— 
Visible third party interest in checks—En- 
dorsements—Adverse Claim to bank de- 
posits—Raised and altered checks—Post- 
dated and stale-dated checks—Care of money 
—Safeguards—Standard packages—Exami- 
nation of cash—Storage of cash—Shipment 
of cash—Vault control 


CHAPTER III 
PAYING 

Limiting teller’s authority—Practice in Aus- 
tralia—Symbols for official approval—Un- 
collected and short checks—Criminal Lia- 
bility—Kiting—Other schemes to defraud— 
Forgeries—Prohibitive cost of insurance— 
Extent of bank’s responsibility—Stop pay- 
ment orders—Common law liability—Effect 
of restrictive agreement in passbook—Per- 
son primarily at fault—Recent decisions 


BANKERS PUBLISHING COMPANY, 
Book Department—465 Main St., Cambridge, Mass. 


CHAPTER IV 
CERTIFICATIONS AND OFFICIAL 
CHECKS 
Mechanics—Verbal Certification—Certifica- 
tion by telegram—Certification by mistake 
—Stop payment—Official checks—Stop pay- 

ment 


CHAPTER V 

MISCELLANEOUS RISKS 
Home Environment—Gratuities—Differences 
—Reporting differences—Reimbursing bank 
for differences—Contact with other depart- 
ments—General signature verification—Com- 
mercial ledgers—Cancelled vouchers—Con- 
clusion 


CHAPTER VI 
TELLERS IN BRANCH BANKS 


Deposits for other branches—Branch checks 
—Cash position and cash audits 


CHAPTER VII 
ACCOUNTING METHODS AND 
SUPERVISION 
The sectional system—The unit system— 
Daily proofs—Record of checks cashed— 
The block and rack department—Preserva- 

tion of records—Conclusion 
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INVESTMENT AND FINANCE 


A MONTHLY SURVEY OF CURRENT DEVELOPMENTS AFFECTING 
THE BANK INVESTMENT MARKET 


SEPTEMBER, 1932 


New Financing During First Eight Months 
of 1932 


EW public financing in the 
N United States during the first 

eight months of 1932, excluding 
domestic and Canadian municipals, ag- 
gregated only $441,121,000, according 
to preliminary compilations announced 
by Otto P. Schwarzschild, president of 
National Statistical Service, Inc., 99 
Wall street, New York City. The total 
for this year fell sharply below results in 
previous years, comparing with $2,038,- 
720,000 for the same period of 1931, a 
decline of 78 per cent., and $4,119,144,- 
000 for the same period of 1930, or a 
drop of 89 per cent. 

The compilation reveals that the Na- 
tional City Company led the list of in- 
vestment houses during the first eight 
months by heading syndicates amount- 
ing to $98,700,000. Chase Harris Forbes 
Corporation, with $74,479,000, ranked 
second and Continental Illinois Com- 
pany third with $58,000,000. From the 
standpoint of total business participated 
in, either as syndicate head or partici- 
pant, the Chase Harris Forbes Corpora- 
tion accounted for the largest volume 
with $215,394,000. The National City 
Company ranked second with $211,700,- 
000 and The N. W. Harris Company, 
Inc., was third with $139,524,000. 

An analysis of the financing during 


National City Company 

Chase Harris Forbes Corporation 
Continental Hlinois Company 

Lee, Higginson Corporation 

First National Old Colony Corporation 
Drexel & Company 

Dillon, Read & Company 


Halsey, Stuart & Company, Inc. ........... 


Bank of Montreal 


sais 14,900 


the first eight months reveals that of the 
total new offerings of $441,121,000, 
bond and note issues aggregated $436,- 
900,000, or over 99 per cent. of the total, 
while stock issues amounted to only 
$4,221,000. Domestic public utility fi- 
nancing aggregated $407,687,000, ac- 
counting for approximately 92 per cent. 
of the total offerings. There were no 
foreign issues offered here during the 
first eight months either for govern- 
ments or corporations. New financing 
during the month of August alone 
amounted to $104,485,000 of which all 
but $7,550,000 was for the account of 
public utilities. The accompanying table 
shows total activities of investment 
houses heading syndicates aggregating 
more than $10,000,000 during the first 
eight months of 1932. 


ETHICAL STANDARD OF INVEST- 
MENT HOUSES 


T was to be expected that the decline 
[:: prices of investment securities,. 
primarily due to the great depression, 
would give rise to criticism of those en- 
gaged in the business of marketing such 


securities. The severity of this criticism 
is, perhaps, out of proportion to all the 
facts in the case. It assumes that most 


(000 omitted) 
As Synd. Head As Participant 


$98,700 $113,000 
74,479 140,915 
58,000 5,250 
30,000 46,959 
25,000 39,459 
18,925 
15,000 


Total 


$211,700 
215,394 
63,250 
76,959 
64,459 
18,925 
15,000 
37,196 
12,500 
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UR Dollar-Index, issued weekly, de- 
termines from the prices of sixteen 
leading bank shares, and from their com- 
bined net resources, the exact relationship 
between the dollar of cost, and the yield, 
earnings, book value, deposits and net re- 
sources. The Index reveals what the 
investor received for his dollar when 
purchasing bank stocks. This exclusive 
service is only one of many rendered the 
clients of Hoit, Rose & Troster. 


Hom ROse & TROSTER, 


Members Bank Stock and Unlisted 
Dealers Association of New York 


74 Trinity Place, N. Y. WHitehall 4-3700 


investment houses have been engaged in 
unloading “worthless” securities on their 
clients, with no regard for anything ex- 
cept the profits to be made from these 
shady transactions. This criticism might 
be warranted in the case of a dealer in 
securities who wished to make a big 
clean-up and a quick get-away. To say 
that the great majority of investment 
dealers are not in this class is merely to 
state the obvious. Most of them have 
been long engaged in that line of busi- 
ness and plan to remain in it. Nor is it 
true that they think of profit alone. They 
are eager to maintain a high reputation. 
For this desire they have a more practical 
reason than moral considerations, though 
it may be supposed that these are at least 
as weighty with the investment dealer as 
with the average member of the com- 
munity. But to those who sell invest- 
ment securities to the public the con- 
fidence of their clients constitutes an in- 
valuable asset. To retain a permanent 
clientele of satisfied customers is the aim 
of every legitimate investment house. 
Only by so doing can a satisfactory vol- 
ume of business be maintained without 
the heavy cost of obtaining new pur- 
chasers for each fresh issue of securities. 

Doubtless many investment dealers, 
like others, were infected with the en- 
thusiasm so widely begotten by the “new 
era.” They were less conservative than 
they should have been. In the face of 
an apparently insatiable demand for in- 
vestments, they felt impelled to satisfy 
this demand. No doubt, also, the in- 
toxication of the times tended to obscure 


the judgment and cloud the morality of 
a not inconsiderable number of those en- 
gaged in this line of business. 

The underwriting and sale of securi- 
ties calls for financial judgment and 
ethical standards of the highest order. 
Such qualifications are by no means lack- 
ing among the investment houses of the 
country. If a contrary impression has 
grown up, it must be chiefly ascribed to 
the influences of a period of speculation 
and depression whose ill effects could 
hardly have been foreseen by one not 
gifted with superhuman powers. 

The lesson of these times is that in- 
vestment dealers and those who buy 
investment securities should practice 
greater care. 


DEFAULTED SECURITIES 


NE of the important topics sure 
C) to engage the attention of the 
convention of the Investment 
Bankers Association next month will be 


Security 
Analyses 


A security analyst, bank 
trained, former Associate 
Editor of this magazine, 
three years with Standard 
Statistics and Moody’s In- 
vestors Service, now unem- 
ployed, offers to analyze 
lists of securities for banks 
or individuals at moderate 
cost. 


Will gladly furnish ref- 
erences as to integrity and 
ability. For prices write to 


WILLIAM HAYES 
1070 Ogden Avenue 
New York City 
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Chase Harris Forbes 
Corporation 


The Chase National Bank Building 
60 Cedar Street, New York 


An investment organization of international 
scope. Offices maintained in the larger 
cities of America and in a number of 


important capitals abroad. 


In- 


quiries relating to financing or 


investments 


are 


invited. 


Chase Harris Forbes Corporation 
Boston 


Chase Harris Forbes, Ltd. 


London 


Chase Harris Forbes & Cie 


Paris 


Harris, Forbes & Company 


Limited 


Montreal 


defaulted securities, both those of a do- 
mestic and foreign character. The at- 
tention that will be given to this subject 
will clearly show that the investment 
bankers of the country are far less in- 
different toward the matter than cur- 
rent opinion implies. It will, no doubt, 
be seen that the association and its mem- 
bers have been alert in taking all prac- 
ticable steps looking to the ultimate ad- 
justment of these debts, temporarily in 
default. The word “temporarily” is 
used advisedly, for it cannot be supposed 
that foreign governments and our own 
states and municipalities are so indiffer- 
ent to their future credit needs as openly 
to default on existing debts and to make 
no provision whatever for their future 
payment. Inability to pay now need not 
necessarily imply either a state of bank- 
ruptcy or complete moral obliquity, 
much less to signify a lack of under- 
standing of the practical considerations 
implicit in debt repudiation. 

Should the so-called “war debts” due 
this country by various European coun- 
tries be cancelled (a polite term for 


Toronto 


repudiation) the ability to secure loans 
here for the conduct of foreign wars 
would be greatly diminished—a not un- 
substantial gain for the loss, since it 
would make future wars more difficult. 

A recent estimate places our foreign 
investments as high as $18,000,000,000. 
This figure does not include the debts of 
foreign governments classed as war debts, 
and amounting to some $9,000,000,000 
additional, but it does comprise our for- 
eign investments in physical properties, 
factories, lands, buildings, etc. That a 
total loss of this huge sum will be ex- 
perienced seems inconceivable, but should 
a large percentage never be paid, it 
would greatly tend to discourage fur- 
ther foreign investing—something which 
some people believe would prove ad- 
vantageous to the country. 

But until more is known about the 
domestic and foreign defaults, and how 
much will prove a temporary or perma- 
nent loss, it cannot be said with cer- 
tainty what will be the effect on our 
future investment policy. At present 
there is a tendency to blame the foreign 
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Achievement in Public Service 


I MPROVED service 


at reasonable rates to an in- 


creasing number of cus- 


tomers—this has been the 
aim and accomplishment of 
the Associated System. The 
System’s success in provid- 
ing satisfactory utility serv- 
ice for 6,200,000 persons 
in 38,000 


indicated by the 


communities is 
follow- 


ing facts: 


352,109 customers not previously served by the 
same properties have been added since 1925. 


Service to rural areas now supplied in scores 
of communities where none or very inadequate 


service existed before. 


$79,000,000 for since 1928. 
Provision for replacement of worn-out equip- 
ment $9,754,000 in 1931. 


new construction 


17.8% 


dential customer since 1929. 


increase in use of electricity per resi- 


12% average decline in rates for residential 


electricity during the last four years. 


$7,366,531 for taxes paid or accrued by Associated 
System in 1931. 


For information about facilities, services, rates, write 


Associated Gas & Electric System 


61 BROADWAY ° ° 


defaulter more severely than his Amer- 
ican brother, as though inability or un- 
willingness to pay.was a matter of 
geography or national morality. If finally 
statistics and experience shall show that 
losses on domestic debts are as great in 
proportion as those arising here at home, 
this view will not be sustained. 

The convention of the Investment 
Bankers Association of America at 
White Sulphur Springs next month 
should throw much-needed light on this 
matter. 


FEDERAL LOANS TO STATES 
AND MUNICIPALITIES 


HE credit of some of the states and 
a number of ,cities has been so im- 


_paired by the depression as to com- 
pel resort to the Federal Government to 
supply existing demands for funds. 

Before ascribing this situation entirely 
to extravagance on the part of those in- 
voking this source of relief, considera- 
tion should be given to some facts not 
generally regarded. In the first place, 
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the depression has greatly impaired the 
citizens ability to pay taxes. This 
shortage in revenue could not be im- 
mediately met by a curtailment in ex- 
penditures, some of which were of a 
fixed character. Existing bond issues, for 
example, carry a certain rate of interest 
which cannot be changed. Then there 
are improvements under way, begun be- 
for the depression set in, that cannot 
well be postponed or abandoned alto- 
gether. Salaries of officials and employes 
are in some cases prescribed by law, 
and a reduction is impossible without 
legislative sanction. 

But making allowance for these ele- 
ments in the situation, it must be con’ 
ceded that many states and cities have 
been spending more liberally than was 
warranted. They now find themselves in 
a position where their securities can no 
longer be marketed through the ordi- 
nary channels, and they are compelled 
to ask Federal aid in meeting their credit 
needs. 

It is to be hoped that this condition 
will not long persist, not because it in- 





Established 1837 


ADRIAN H. MULLER & SON 


81 WILLIAM STREET, NEW YORK 


STOCKS AND BONDS AT AUCTION 


Regular Auction Sales of all Classes of Securities Every Wednesday 


The Business of Banks, Bankers, Investors and Dealers in Securities Receives 
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terferes with the business of the invest- 
ment houses, but for the reason that it 
implies taxation of those communities 
whose budgets are kept in proper re- 
lation for the benefit of cities and states 
less careful of their fiscal affairs. Un- 
fortunately, the Federal Government 
once having come to the relief of needy 
communities comes to be regarded as a 
permanent almoner. The funds lent to 
these borrowing states and municipali- 
ties must be provided out of taxes levied 
on the more provident sections of the 
country. It cannot be expected that the 


latter will long be content to endure 
taxation for the purpose indicated. 

With the return of more normal con- 
ditions it may be hoped that those state 
and cities now compelled to borrow from 
Washington will set their houses in order 
so that their securities will again com- 
mand the approval of the investing pub- 
lic. The depression has been of such 
severity and has lasted long enough to 
make it evident that a policy of retrench- 
ment in public expenditures must be en- 
forced if the confidence of investors is 
to return to those localities where it is 
at present absent. 





What They Say 


MAJOR CRISIS OVER 


“We are convinced that we have 
overcome the major financial crisis—a 
crisis in severity unparalleled in the his- 
tory of the world—and that with its 
relaxation confidence and hope have re- 
appeared in the world. We are now able 
to take further steps in solution of the 
industrial and agricultural problems 
with which we are still confronted.”— 
President Hoover. 


CHARACTER vs. COLLATERAL 


“It behooves every man to ask 
whether, after all, the lack of confidence 
during the depression has not beea 
largely due to the fact that men have 
banked on collateral rather than on 
character, on balance sheets rather than 
on balanced judgment, on mortgages 
rather than on morals, on printed bonds 
rather than on human bonds. While it 
is true that all credit managers of com- 
mercial houses are blameless in the dis- 
tortion of credit, it is also true that the 
almost total absence of inventory infla- 
tion to the extent that it existed in 1920 
and 1921 indicates an abundance of 
sound judgment in the extension of 
commercial credit."—Henry H. Hein- 
mann, executive manager, National As- 
sociation of Credit Men. 


FOREIGN INVESTMENTS WILL 
CONTINUE 


“The investment of capital will con- 
tinue to be made for the development of 
new countries and new situations. The 
investment of this capital will lead to a 
two-fold development: first, an increased 
market for the manufactured products 
of the country that is supplying the 
capital, and second, an expansion of the 
producing capacity of the country that 
is the borrower of the capital. We 
should remember that capital for in- 
vestment comes from production. The 
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United States has exceptional natural 
resources and marked ability to manu- 
facture the materials that go into the 
process of investment of capital and he- 
cause of this has made extraordinary 
progress as a lender of capital. It may 
well be expected that the United States 
will assume an important role as a 
lender of capital in the future. I also 
think that for some time investments 
overseas will be mostly in the realm of 
private capital. In times of stress and 
uncertainty like the present, private 
capital is more willing to take risks and 
more willing to stake adventures in en- 
terprises, but before much is done along 
these lines, there has to be a restoration 
of confidence in the internal situation of 
the country as well as the external.”— 
Raleigh S. Rife, economist, Guaranty 
Company of New York. 


HOW THE NATIONAL GOVERN- 
MENT SHOULD HELP 


“The fundamental principle of wise 
public policy in dealing with a serious 
business depression is that the national 
government should devote its efforts to 
the removal of those barriers that im- 
pede or prevent business recovery. Only 
the national government has the power 
to deal with such matters as our money, 
our credit system, our regulated rail- 
road industry, our taxation and national 
budget, and all our debt and trade rela- 
tions with foreign nations. In the main 
the national government wastes price- 
less time, dissipates its energies, and 
squanders the money of the taxpayers, 
when it leaves unsolved those funda- 
mental problems with which it alone has 
the power to deal, and devotes itself to 
the futile task of trying to stimulate into 
activity the trade and industry that are 
tense and eager to go, but which find 
themselves blockaded by conditions that 
are beyond their control.”.—Col. Leon- 
ard P. Ayres, vice-president, Cleveland 
Trust Company. 





Banking and Commercial Law 


A Monthly Review of Important Decisions of Current Interest 
Handed Down by State and Federal Courts 


By JoHN Epson Brapy 
Of the New York Bar 


LIABILITY OF TRUSTEE UNDER 
DEED OF TRUST 


Thayer v. South Side Foundry & Ma- 
chine Works, Supreme Court of 
Appeals of West Virginia, 

163 S. E. Rep. 821 


een company, acting as trus- 


tee under a deed of trust securing 

corporate bonds, which certifies 
each bond as “one of the series of bonds 
mentioned and described in the inden- 
ture of trust within referred to” does 
not thereby become a guarantor of the 
suficiency of the security or of the regu- 
larity of the conduct of the obligor in 
the issuance of the bonds. 

Suit by G. T. Thayer against the 
South Side Foundry & Machine Works 
and others, wherein the Citizens’ Na- 
tional Bank of Covington filed a cross- 
bill. From a decree sustaining the de- 
murrer of the Kanawha Banking & 
Trust Company to the cross-bill, the 
cross-complainant appeals. Affirmed. 


OPINION OF THE COURT 


MAXWELL, J.—The Citizens Na- 
tional Bank of Covington, Virginia, ap- 
peals from a decree of the circuit court 
of Kanawha County sustaining the de- 
murrer of the Kanawha Banking & 
Trust Company to a cross-bill filed in 
this cause by the said bank. 

In 1915 the South Side Foundry & 
Machine Works, a corporation, ex- 
ecuted a deed of trust to Kanawha 
Banking & Trust Company, trustee, on 
the properties of the grantor to secure 
the payment of $50,000 of bonds with 
interest at six per centum. These bonds 
were issued and in 1922 $40,000 thereof 
remained outstanding. In 1922, the 


said Foundry Company again conveyed 
its property to the same trustee to secure 
a new issue of $150,000 of bonds with 
interest at seven per centum. 

Of the latter issue appellant acquired 
thirty-eight bonds of the par value of 
$500 each, aggregating $19,000. Ap- 
peliant, along with many other bond- 
holders and creditors of the Foundry 
Company, was made a defendant in the 
bill which has for its primary purpose 
the winding up of the affairs of the 
South Side Foundry & Machine Works, 
Inc. 

The cross-bill of appellant is predi- 
cated on the fact that although the 
bonds of 1922 were denominated first 
mortgage bonds and were acquired by 
appellant under the belief of its officers 
that such bonds were in fact first mort- 
gage bonds, and without any knowledge 
to the contrary, the information has sub- 
sequently come to the appellant that at 
the time of the issuance of the 1922 
bonds there were outstanding and un- 
paid $40,000 of the 1915 issue, and that 
at the time of the filing of the cross- 
bill there were still outstanding at least 
$31,000 of said 1915 bonds. It is urged 
by appellant that the trustee was dere- 
lict in its duty in authenticating and 
placing its signature upon the bonds of 
1922, so that the same could be put on 
the market by the mortgagor, while the 
above-mentioned portion of the 1915 
issue remained outstanding and unsatis- 
fied; and that the appellant had been 
prejudiced by that action of the trustee, 
in that it has become apparent that the 
appellant does not in fact hold first 
mortgage bonds such as they purport to 
be but that they are secondary to the 
unpaid portion of the 1915 issue. 

The prayer of the cross-bill is that 
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after sale of the properties of the South 
Side Foundry & Machine Works in this 
suit and application of the proceeds of 
sale have been made under court de- 
cree, there be ascertainment of the loss 
which has been caused the appellant by 
reason of the alleged wrongful adminis- 
tration of the second trust by the trustee 
in authenticating the bonds secured by 
said trust while at least $31,000 par 
value of the bonds of 1915 were out- 
standing, unpaid and of prior dignity, 
and that there be a decree against said 
Kanawha Banking & Trust Company 
requiring payment by it to appellant of 
the sum thus ascertained to be the 
amount of the loss which it has sus 
tained in the premises. 

Each of the bonds of the 1922 series 
makes specific reference on its face to 
the deed of trust which had been ex- 
ecuted by the South Side Foundry & 
Machine Works as security for said 
bonds. The deed of trust was of record 


in the office of the clerk of the county 
court of Kanawha County. Any pur- 


chaser of these bonds must be deemed 
to have acquired them with full knowl- 
edge of all information which is dis- 
closed by the trust itself. Fidelity Co. 
v. Railroad Co., 32 W. Va. 244, 270, 
9 S. E. 180; 9 Corpus Juris, page 66. 

In the 1922 deed of trust it is spe- 
cifically provided that $40,000 par value 
of the bonds secured by that trust should 
be delivered by the treasurer of the 
Foundry Company to the Kanawha 
Banking & Trust Company, trustee, for 
the purpose of exchange for the out- 
standing and unpaid bonds of the 1915 
issue, and that upon such exchange 
being made there should be a release of 
the 1915 trust, “and thereby constitute 
the present deed of trust the first and 
only mortgage against all of said prop- 
erty.” 

In the 1922 trust there is incorporated 
the form of the bond to be secured 
thereby. The said form contains this 
provision: “Neither this bond nor any 
of the coupons for interest thereon, shall 
become or be valid until the bonds have 
been authenticated by the Certificate 
endorsed hereon duly executed by the 


Trustee under said indenture.” The 
form of the certificate to be placed on 
the bonds by the trustee is also set forth 
in the trust as follows: “It is hereby 
certified that this bond is one of the 
series of bonds mentioned and described 
in the indenture or deed of trust within 
referred to.” 

Other than in the two particulars just 
stated, the trust placed no specific duties 
upon the trustee in connection with the 
issuance of the bonds. 

Two propositions thus stand out 
vividly: First, information of which the 
appellant was bound to take note was 
readily available and accessible to it, 
which would have plainly disclosed that 
the bonds of the second issue would not 
in fact be first mortgage bonds, although 
so denominated on their face, until such 
time as the outstanding bonds of the 
first issue were discharged and the lien 
of the 1915 trust was released; and, 
Second, the trustee did not assume 
further responsibility than merely by 
its certificate to identify the bonds as of 
the 1922 issue, and to take charge of 
$40,000 of the new bonds for the pur- 
pose of exchanging them for old ones, 
if the old ones should be presented by 
their owners for exchange. The trustee 
did not assume to become a guarantor 
of the sufficiency of the security or of 
the regularity of the conduct of the 
obligor in the issuance of the bonds. In 
the similar case of Tschetinian v. City 
"trust Co., 186 N: Y. 432. ‘79 N.. E. 
401, where the trustee had indorsed on 
each bond a certificate that it was one 
of a series of bonds described in the 
mortgage referred to, the court held 
that “the trustee did not, in the absence 
of fraud or misrepresentation, guaranty 
the quality and extent of the security 
given by the mortgage, and was not 
liable to a bondholder because the mort- 
gage securing the bonds was not a first 
mortgage.” See, also, Ainsa v. Mercan- 
tile Trust Co., 174 Cal. 504, 163 P. 
898, where it is held that the trustee's 
certificate of genuineness attached to 
bonds and the interest coupons does not 
constitute a guaranty of the legal sufh- 
ciency of the security. Reference may 
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be had to the numerous decisions and 
texts cited in the opinion of the court 
in that case. 

For the reasons above presented, we 
are of opinion that there was no error 
in the trial chancellor’s action in sus- 
taining the demurrer to the cross-bill 
and of dismissing the same. 

Affirmed. 


GIFT OF SAVINGS ACCOUNT 


In re Grigoni’s Estate, Supreme Court 
of Pennsylvania, 109 Atl. Rep. 706 


The mere delivery of a savings bank 
pass-book by the depesitor, who at the 
time is in expectation of death, to an- 
other with the intention of transferring 
the account to the donee in the event of 
the depositor’s death, is not sufficient to 
constitute a valid gift and, upon the 
death of the depositor, his estate and not 
the donee will be entitled to the deposit. 
The reason given is that possession of 
the pass-book alone, without signature 
of the depositor on a withdrawal order, 
is not sufficient to entitle the holder to 
the deposit. 

NOTE. It has been held in other 
jurisdictions that delivery of a savings 
bank pass-book, under circumstances 
similar to those present in this case, does 
constitute a valid gift “causa mortis” 
(in the event of the depositor’s death). 

In the matter of the estate of Joseph 
Grigonis, deceased. From lower court's 
refusal to recognize in its distribution 
account, as valid, a claim of Nellie 
Movitch to personal property of dece- 
dent as a gift causa mortis, claimant ap- 


peals. Affirmed. 


OPINION OF THE COURT 


PER CURIAM.—This appeal is from 
the refusal of the court below to recog: 
nize in its distribution account, as valid, 
appellant’s claim to personal property 
of decedent as a gift causa mortis. 

Three days before his death, Joseph 
Grigonis, who lived at the home of ap- 
pellant, decided to become a patient in 
a nearby hospital because of a serious 


Every New Yorker knows 
that The Algonquin’s loca- 
tion makes it easy to reach 
the leading theatres, shops 
and other alluring income 
destroyers. In fact, every 
step is a step in the right 
direction when you are at 
The Algonquin. 


POLO 


Mrs. Fielding 
Gets Her 


Furniture 


Wuewn Frank Case first became man- 
ager of The Algonquin (long before 
he became sole owner) an imposing 
dowager moved in and took a suite on 
the 8th floor. She evidently liked it 
because she stayed there twenty-five 
years. Frank Case and Mrs. Fielding 
became fast friends. 
suddenly 


One day a whim 
that she 
would like to see a little more of the 
world so she decided to move to an- 
other hotel. At the end of a week 
she ’phoned to say that she liked her 
new rooms and the changed outlook 


came over her 


from her window, but she did miss 
the furniture, her easy chair, the tea 
table, her footstool, the bookrack and 
reading lamp she had lived with so 
long. 

Frank Case rang a bell. “Porter,” 
he said, “get a truck, take all the 
furniture and pictures out of 811 and 
send them over to Mrs. Fielding.” 

In three weeks she was hack at The 
Algonquin. 


POLO Ss) 


The Algonquin is situated 
at 59 West 44th St., mid- 
way between 5th Ave. and 
Times Square. 
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illness. Anticipating death, he handed 
appellant passbooks for five bank ac- 
counts, stating, in the presence of wit- 
nesses, that he expected to die and “if 
he did not come back they should be 
hers.” The books were for deposits in 
three banks, one a checking account and 
four savings accounts, two of the latter 
being in the name of decedent in trust 
for two brothers as designated. 

The court below found that, although 
decedent's intention to make the gift 
was clearly stated, his action in deliver- 
ing only the passbooks to claimant was 
not sufficient to divest his title to the 
bank accounts and make a complete gift 
to donee, in the donor’s lifetime, with 
the rights and powers of ownership, as 
is required under Walsh’s Appeal, 122 
Fa. U77,. 187, 190; 15 Ae 470, 9 Am: 
St. Rep. 83, 1 L. R. A. 535, to consti- 
tute a valid gift causa mortis; intent 
alone not being sufficient. Id., 122 Pa. 
186, 187, 15 A. 470, 9 Am. St. Rep. 
83, 1 Li R. A. 535. Here, as im that 
case, the mere possession of the pass- 
books did not entitle one to the money 
on deposit, the depositor’s signature on 
a withdrawal order, check, assignment 
of the account, or similar paper being 
essential-to show the right of a third 
party, or even of the depositor himself, 
to the!money in bank. Lacking such 
authorization, claimant could not have 
asserted title to the accounts in the 
donor's lifetime, and the decree of the 
court below dismissing the claim must 
be affirmed. 

We may add that we find nothing 
convincing in appellant's argument on 
the point that the principles laid down 
in Walsh’s Appeal, supra, as to ele- 
ments necessary to constitute a gift 
causa mortis, have been overruled. That 
cause expressly differentiates between 
the possession of passbooks and of other 
choses in action as evidence of owner- 
ship, which excludes from consideration 
most of the cases cited to us. In Bula- 
kowski v. Phila. Saving Fund Society, 
270 Pa. 538, 113 A. 553, cited by ap- 
pellant, where the depositor’s bank book 
was stolen and presented with a with- 


——s 


ture, the bank book was held not to be 
so much an evidence of ownership of 
the money as identity of the person 
claiming ownership, and the money was 
not paid to applicant on presentation of 
the passbook alone. The case is with- 
out value as tending to show that posses: 
sion of a passbook invests the holder 
with ownership in the bank account re- 
ferred to therein. 

The decree is affirmed, at cost of the 
estate. 


DEPOSITS BY TRUSTEE IN BANK: 
RUPTCY NOT ENTITLED TO 
PREFERENCE 


Surprise v. First Trust & Savings Bank 
of Hammond, Appellate Court of 
Indiana, 180 N. E. Rep. 926 


Deposits made by a trustee in bank- 
ruptcy in a bank are not entitled to a 
preference upon the failure of the bank 
either as special deposits or as “debts 
due the United States” under 31 U. S. 
Code, section 191, 193. 

Proceedings on an intervening peti 
tion by Charles L. Surprise, as trustee in 
bankruptcy, etc., against the First Trust 
& Savings Bank of Hammond, Ind., a 
corporation, and others. From an ad- 
verse judgment, the trustee appeals. 
Afhrmed. 


OPINION OF THE COURT 


LOCKYEAR, J.—On the 27th day 
of February, 1931, A. Murray Turner 
and William C. Belman were appointed 
receivers for the appellee First Trust @ 
Savings Bank of Hammond, Ind., with 
the usual powers to take possession and 
control the assets of said bank, to reduce 
its assets to cash, and wind up the 
affairs of said corporation. 

The appellant had for a number of 
years prior to the closing of said bank 
been appointed trustee in bankruptcy 
and receiver in bankruptcy by the 
United States District Court for the 
Northern District of Indiana, in a large 
number of bankrupt estates then and 


drawal notice containing a forged signa- there being administered in said United 
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States court. That as such trustee, and 
as such receiver, the appellant had from 
time to time deposited large amounts of 
money, which had come into his hands 
belonging to the bankrupt estates to be 
administered by him, in the said First 
Trust & Savings Bank, which bank had 
petitioned for and had been designated 
as depository for such moneys; that said 
moneys so deposited were in separate 
accounts for each of the several bank- 
rupt estates of which he was trustee or 
receiver, as the case might be, the same 
being deposited in the name of Charles 
L. Surprise, as trustee or receiver in 
bankruptcy of the estate of (name in- 
serted) a bankrupt. 

That at the time of the appointment 
of the receiver for the appellee bank he 
had 85 separate accounts in said bank, 
totaling the sum of $82,938.16; that the 
said First Trust & Savings Bank, in 
order to qualify as such depository, 
prior to the deposit of any such funds 
by said Charles L. Surprise, had been, 
upon its petition to said United States 
District Court, designated as a deposi- 
tory and had given bonds to the United 
States of America for the safe-keeping 
of all such moneys. 

That said Charles L. Surprise, there- 
upon and soon after the appointment of 
the receiver of said bank, demanded 
from them a return of each and all of 
said funds to him, which they refused 
to pay over to him as aforesaid, and 
that he (the said Charles L. Surprise) 
then, by leave of the court, filed his in- 
tervening petition in Lake superior 
court against said bank and said re- 
ceiver, alleging the facts as above stated, 
and prayed for an order and judgment 
declaring said funds to be preferred 
claims of the assets of said bank. The 
bank and said receiver appeared and 
filed answers thereto in general denial. 

Upon the issues thus joined, the cause 
was heard, and, the court having heard 
the evidence, found against the said 
Charles L. Surprise, as such trustee, and 
found that the claim should be denied 
as a preferred or priority claim against 
the First Trust & Savings Bank and 
against said receiver, and that said 
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claim should stand as a common claim 
without any right of priority or prefer- 
ence, to which finding and ruling of the 
court the petitioner, Charles L. Sur: 
prise, was given a Separate exception. 

The appellant filed motion for a new 
trial, alleging that the decision of the 
court is not sustained by sufficient evi- 
dence and is contrary to law, which 
motion for a new trial was overruled 
and proper exceptions saved. 

Appeal to this court followed said 
ruling. 

It is the contention of the appellant, 
first, that the several deposits were 
special deposits, and, being such, were 
entitled to a preference; second, that the 
deposits of Charles L. Surprise, as trus- 
tee or receiver in bankruptcy, is a debt 
owing the United States, and is entitled 
to preference under sections 191 and 
193, title 31 of the United States Code 
(31 USCA §§ 191, 193). 

The appellant contends that these de- 
posits, because of having been required 
to be made under the rules of the fed- 
eral court and under the Bankruptcy 
Act of Congress (11 USCA), thereby 
became special deposits, and are for that 
reason entitled to preference. 

The facts of this case do not show 
them to be special deposits. 

They were made in the same manner 
as any other deposits. 

They were not deposited for any 
specified purpose and were subject to 
check as other accounts were. 

We call attention to the case of 
Gardner v. Chicago Title & Trust Co., 
261 U. S. 453, 43 S. Ct. 424, 67 L. Ed. 
741, 29 A. L. R. 622. Justice Holmes, 
speaking for the court, says: “We as- 
sume that when money is deposited in 
a designated bank under § 61 of the 
Bankruptcy Law of July 1, 1898, c. 541, 
30 Stat. 562 (Comp. St. § 9645) [1 
Fed. Stat. Anno. 2d Ed. p. 1048, 11 
USCA, § 101}, it is deposited as other 
money is, and becomes the property of 
the bank, leaving the bank a debtor for 
the amount. But when this money was 
deposited with this Bank it seems that 
the Bank had notice that it was part 
of a fund appropriated to paying the 
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Coal Company's debts, of which the 
note held by the Bank was one. We 
think, that it would be inequitable to 
allow the Bank to proceed to diminish 
that fund without accounting for the 
portion that it had received. When the 
Bank accepted deposits from a fund 
against which it had a credit it must be 
taken to have known that it could not 
profit by the fact at the expense of other 
claimants.” To the same effect, see Mc- 
Lain v. Wallace, Receiver, 103 Ind. 
562, 5 N. E. SE. 

The appellant also contends that 
these deposits are debts due the United 
States and under the Federal statute, 
sections 191 and 193, title 31, U. S. 
Code (31 USCA §§ 191, 193) are pre- 
ferred. 

The statutes are as follows: 

Section 191: “Whenever any person 
indebted to the United States is insol- 
vent . . . the debts due to the 
United States shall be first satisfied.” 

Section 193: “Whenever the prin- 
cipal in any bond given to the United 
States is insolvent, or . . . any 
surety on the bond pays to 
the United States the money due upon 
such bond, such surety . . ._ shall 
have the like priority for the recovery 
and receipt of the moneys out of the 
estate and effects of such insolvent 
a as is secured to the United 
States; and may bring and maintain a 
suit upon the bond, in law or equity, 
in his own name, for the recovery of all 
moneys paid thereon.” 

The Supreme Court of Iowa, in 
Andrew v. Crawford County Bank, 208 
Iowa 1248, 224 N. W. 499, holds that 
such deposits are not debts due the 
United States. 

The Supreme Courts of South Caro- 
lina holds the same in the case of Ameri- 
can Surety Co. v. Royall, Receiver, et 
al. (March 27, 1931) 160 S. C. 1, 158 
So. EB. 127. 

We find no authority to the contrary. 

The title to these deposits belong to 
the creditors of the bankrupt. The ofh- 
cers of the federal court are in no sense 
the owners of the funds, nor is the 
United States the owner. 


——ee 


Finding no reversible error, the judg- 
ment is affirmed. 


PROCEEDS OF VETERAN’S BU- 
REAU CHECK ENTITLED TO 
PREFERENCE ON FAILURE 
OF BANK 


Ramisch v. Fulton, Superintendent of 
Banks, Court of Appeals of Ohio, 
180 N. E. Rep. 735 


The proceeds of a Veteran’s Bureau 
check, deposited in a bank, are entitled 
to a preference. in payment upon the 
failure of the bank under 38 U. S. Code, 
section 618, providing that payments to 
veterans or their dependents shall not be 
subject to attachment, levy or seizure. 

Proceeding by Harold P. Ramisch 
against Ira J. Fulton, Superintendent of 
Banks. To review the judgment for de- 
fendant, plaintiff brings error.—{By 
Editorial Staff.} Reversed and _ re- 
manded. 


OPINION OF THE COURT 


LLOYD, J.—Plaintiff in error, Har- 
old P. Ramisch, is asking this court to 
reverse a judgment of the court of com- 
mon pleas rendered upon the sustaining 
of a demurrer to the petition filed by 
him in said court. We shall refer to 
the plaintiff in error as Ramisch and 
the defendant in error as the superin- 
tendent of banks. 

The petition of Ramisch filed in the 
court of common pleas alleges, in sub- 
stance, that the superintendent of banks 
took possession of the business and 
property of the Ohio Savings Bank & 
Trust Company on August 17, 1931, as 
provided by section 710-89 of the Gen- 
eral Code of Ohio; that on said date 
there was on deposit in said bank the 
sum of $785, which had been deposited 
therein by Ramisch on July 9, 1931, in 
a new commercial account, which ac’ 
count had not been drawn against nor 
added to when the superintendent of 
banks took possession of the business 
and property of the bank; that this ac- 
count was opened by the deposit by 





~ > - wT Co DW 


a ———————— ae 


THE BANKERS MAGAZINE 


Ramisch of a check of the Bureau of 
Veterans’ affairs of the United States 
of America, in the amount of $785, 
which represented a loan made on an 
adjusted service certificate of Ramisch, 
in accordance with the provisions of 
title 38, chapter 11, part V, section 642, 
U. S. Code (38 USCA § 642); that 
said deposit of $785 represents the pro- 
ceeds of a loan obtained by Ramisch on 
an adjusted service certificate; that Ram- 
isch has heretofore filed with the super- 
intendent of banks an afhdavit and 
proof of claim for the payment to him 
of said $785, but that said superintend- 
ent of banks has advised him that he is 
in doubt as to its validity, and for that 
reason rejected it. The prayer of the 
petition is that the superintendent of 
banks be required to pay to Ramisch 
out of the assets of the bank the sum of 
$785 as a preferred claim. 

By section 618, part III, chapter 11, 
title 38, of the U. S. Code (38 USCA 
§ 618), it is provided that: “No sum 
payable under this chapter to a veteran 
or his dependents, or to his estate, or to 
any beneficiary named under part V of 
this chapter, no adjusted service certifi- 
cate, and no proceeds of any loan made 
on such certificate shall be subject to 
attachment, levy, or seizure under any 
legal or equitable process, or to national 
or State taxation, and no deductions on 
account of any indebtedness of the vet- 
eran to the United States shall be made 
from the adjusted service credit or from 
any amounts due under this chapter.” 

The sole question then for determina- 
tion is: Was the taking possession of the 
property and assets of the bank by the 
superintendent of banks a seizure under 
any legal or equitable process of the pro- 
ceeds of the loan to Ramisch on his ad- 
justed service certificate? 

It is settled law in Ohio that, in the 
absence of some agreement to the con- 
trary, money received by a bank on 
general deposit becomes the property of 
the bank, and its relation to the deposi- 
tor is that of debtor, and not of bailee, 
or trustee of the money. To this state- 
ment it would seem might be added also 
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the proviso “unless by law it is other- 
wise provided.” 

The word “seizure” signifies a taking 
by force: “The act of taking possession 
by virtue of an execution or legal au- 
thority. As respects the fact 
of seizure it matters not by what legal 
officer. Whether done by the 
one or by the other, the act of each, the 
seizure itself, the forcible taking posses- 
sion, is precisely the same in both 
cases.” The Saratoga (D. C.) 9 F. 322, 
520; 

Section 710-89, General Code of 
Ohio, provides that “the superintendent 
of banks may forthwith take possession 
of the business and property of any 
bank to which this act is applicable, 
whenever it shall appear” that any one 
of nine enumerated conditions exists. 
Subsequent sections of the General 
Code provide as to how he shall pro- 
ceed and what do after taking such 
possession. There can be no question 
that on August 17, 1931, the superin- 
tendent of banks seized, took forceable 
possession of, the property and assets 
then in the possession and custody of 
the bank, pursuant to legal authority, 
and among the property and assets so 
seized was $785, the proceeds of the 
loan made to Ramisch on his adjusted 
service certificate. Nothing has been 
added to or taken from the proceeds of 
this loan credited to Ramisch in his ac- 
count with the bank. “Proceeds” has 
been defined as being “the amount pro- 
ceeding or accruing from some posses- 
sion or transaction,” and it is clear to us 
that this term was used in the section of 
the U. S. Code above quoted in this 
usual and generally accepted sense. 
When control of a bank for liquidation 
purposes is taken by the superintendent 
of banks, the question of preference 
creates in reality a controversy between 
the depositor claiming a preference and 
the other depositors who are general 
creditors, inasmuch as the assets in which 
all are to participate are diminished to 
the extent of whatever preferences are 
allowed. The creation of preferences, 
generally speaking, should therefore be 
discouraged except in cases where the 
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right thereto is clearly established. As 
said in Cavin v. Gleason, 105 N. Y. 
256, at page 262, 11 N. E. 504, 506: 
“The equitable doctrine that, as between 
creditors, equality is equity, admits, so 
far as we know, of no_ exception 
founded on the greater supposed sacred- 
ness of one debt, or that it arose out of 
a violation of duty, or that its loss in- 
volves greater apparent hardship in one 
case than another, unless it appears, in 
addition, that there is some _ specific 
recognized equity founded on some 
agreement, or the relation of the debt 
to the assigned property. which entitles 
the claimant, according to equitable 
principles, to preferential payment.” 

In the instant case the bank must be 
held to have known that the check de- 
posited by Ramisch represented the pro- 
ceeds of a loan made to him by the gov- 


ernment, and that when collected the 
amount thereof was in fact the pro- 
ceeds of the loan. The bank and every 
one connected or dealing therewith was 
also bound to know the law and to know 
that the proceeds of any such loan were 
exempt from seizure under legal or 
equitable process. 

The amount of these proceeds re- 
mained intact, no part thereof having 
been appropriated by Ramisch to any 
other form of property. The commer- 
cial account was opened by him for the 
sole purpose of depositing therein this 
government check, and no interest was 
payable thereon. In no sense was it an 
investment, nor a_ transaction from 
which any profit would accrue. The 
assets of the bank were augmented to 
the extent of the $785, so deposited, and 
this sum being proceeds of a loan ex- 
empt from seizure under legal process, 
of which the bank and the other credi- 
tors were bound to know, none of the 
creditors can be heard to complain 
thereof. 

The judgment of the court of com- 
mon pleas is reversed, and the cause re- 
manded to that court, with directions to 
overrule the demurrer, and for further 
proceedings according to law. 

There is another very apparent reason 
why the demurrer should not have been 
sustained. The petition of Ramisch al- 
leges that his claim was rejected in toto 
by the Superintendent of Banks. Ad- 
mittedly Ramisch, under any view of 
the matter, if the allegations of the peti- 
tion are true, is a general creditor. We 
have assumed this allegation to have 
been a mere inadvertence on the part 
of the pleader, and, therefore, other 
than to mention it, have not regarded it 
as of any importance in the determina- 
tion of the question presented for con- 
sideration. 

Judgment reversed, and cause re- 
manded. 





The Soviet Banking System 


{From the Economic Review of the Soviet Union} 


In view of the agitation for closer trade relations between the United States and the 
U. S. S. R., the following description of the Soviet banking system should be of 


interest to readers of this magazine. 


It is reprinted from the Economic Review of the 


Soviet Union. 


recently completed ten years of 

4% successful operation. As the only 
bank of emission and the central credit 
institution of the country it has con- 
stituted a vital factor in the upbuilding 
of the national economy. It has played 
an especially important role in the crea- 
tion of a stable currency, the develop- 
ment of industry and trade, and the ex- 
ecution of the economic plans of socialist 
construction. 

The organization of the State Bank 
in the latter part of 1921 and the grant- 
ing to it in 1922 of the right to issue 
chervontzi (gold-backed bank notes) 
were the first steps toward the establish- 
ment of a stable currency and the ac- 
cumulation of capital. Starting with a 
capital made up exclusively of depreci- 
ated paper currency, the bank has suc- 
ceeded in accumulating a gold, platinum 
and stable foreign currency reserve 
valued on March 1, 1932, at 722.8 mil- 
lion rubles ($372.2 million). On the 
same date the capital and surplus of the 
bank amounted to 576.3 million rubles 
($296.8 million), or eight times that on 
October 1, 1924. The assets of the State 
Bank have mounted rapidly, rising from 
155 million rubles on October 1, 1922, 
to 18.3 billion rubles ($9.4 billion) on 
March 1, 1932. The average monthly 
turnover has this year reached the high 
total of 55 billion rubles, as compared 
with about 100 million rubles in 1922-23. 
The network of branches has been 
rapidly extended throughout the coun- 
try and now embraces about 2,700 units. 


T= State Bank of the U. S. S. R. 


ROLE OF SOVIET BANKS IN PLANNED 
ECONOMY 


There are no private banks in the 
Soviet Union, all banks having been na- 


tionalized in December, 1917. The 
banks constitute an integral part of the 
general planning system and operate in 
accordance therewith, their aim being to 
assist in the fulfillment of the economic 
plans. They play an important role in 
the execution of the state budget, i. e., 
in the accumulation and redistribution 
of the national income. The principal 
clients of Soviet banks are organizations 
and enterprises in the various branches 
of the national economy. 

One of the outstanding features of 
the Soviet banking system is the separa- 
tion of short-term and long-term credit 
operations, which has gradually been put 
into effect. The former were largely 
concentrated in the State Bank ever since 
its organization, but not until the credit 
reform of 1930 did this bank become the 
sole source of these credits. The State 
Bank also handled certain long-term 
credits, chiefly those for agriculture, un- 
til May of this year, when all long-term 
crediting was concentrated in four 
special banks. 


DEVELOPMENT OF STATE BANK 


The development of the State Bank 
during the past ten years has been a 
reflection of the development of the na- 
tional economy as a whole. At the time 
the bank was established, soon after the 
introduction of the new economic policy, 
the national economy, as a result of the 
world and civil wars, was at a very low 
level. Industrial production stood at 
about 20 per cent. and agricultural out- 
put at less than 50 per cent. of the pre- 
war level, while transportation was al- 
most completely disrupted. The newly 
organized State Bank played a leading 
role in the restoration of industry and 
agriculture and the organization of do- 
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mestic trade. During this period its 
chief task, in addition to establishing a 
stable currency and credit system, was 
to foster the development of the social- 
ized sector of industry and trade. 

The State Bank, with its growing re- 
sources, has been able to extend its credit 
operations to meet the needs of the 
rapidly expanding industry, agriculture 
and trade for operating capital. Credits 
extended by the State Bank to the vari- 
ous branches of the national economy 
have increased from 525 million rubles 
on October 1, 1924, to 2.9 billion on 
October 1, 1928, and 5.4 billion rubles 
on May 1, 1932. The latter sum was 
distributed as follows among the chief 
recipients : 

Million 
Rubles 
Internal supply and state 

trade 
Agriculture 
Heavy industry 
Consumers’ co-operatives 
Lumber industry 
Light industry 
Producers’ co-operatives 


Per Cent. 
of Total 
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The State Bank likewise finances the 
bulk of the foreign trade operations of 
the Soviet Union. Payments by and to 
Soviet organizations for such operations 
are made through the State Bank, the 
payments abroad being effected through 
its correspondents in various parts of 
the world. The centralized and planned 
control of payments abroad is largely re- 
sponsible for the fact that in the whole 
period of the foreign trade relations of 
the Soviet Union there has not been a 
single case of defaulted payment. 

The bank is governed by a council 
(forty members) and a board of direc- 
tors (seven members). The commissar 
for Finance is chairman of the council, 
which meets at least twice a year, form- 
ulates the general policy, and nominates 
members to the board. The latter's 
chairman and vice-chairman are ap- 
pointed by the council of people’s com- 
missars. 

The steady and rapid expansion of in- 
dustrial output and trade, plus the fact 
that the great bulk of this output and 
trade has gradually become concentrated 
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in the hands of the socialized sector, af- 
forded increasing financial stability both 
for the State Bank and its currency, 
These new developments, however, ne- 
cessitated a change in the credit system, 
which prior to 1930 had been based on 
the bill of exchange. 


CREDIT REFORM 


The Credit Reform Act of January, 
1930, abolished the old form of commer- 
cial credit, substituting for it direct bank 
credit. State and co-operative organiza- 
tions and enterprises were no longer per- 
mitted to supply goods or render services 
to each other on credit. The State Bank 
became the sole source of short-term 
credits, providing these credits not to the 
vendors of goods, as was the case under 
the system of discounting bills, but to 
the buyer of goods. 

Due to certain weaknesses or distor- 
tions of the Credit Reform Act, which 
became evident during 1930, it was 


found necessary to issue supplementary 
decrees in 1931 (January 14, March 20, 


and July 23). These measures did away 
with the mechanical manner of making 
settlements which had hitherto existed, 
emphasized the importance of the con- 
tract between vendor and purchaser, 
clearly formulated the role of the State 
Bank and the specific needs warranting 
bank credits, and placed the granting of 
loans on a basis of the fulfillment of the 
financial and production plans and of 
prompt repayment. The effectiveness of 
these measures in putting economic ac- 
counting on a firm basis, in speeding up 
trade turnover, in strengthening the in- 
terest of the economic organizations in 
rationalizing production, reducing costs, 
and accumulating profits, and in improv 
ing credit discipline has been amply 
proven during the course of the past 
year, 


LONG-TERM CREDIT BANKS 


While the State Bank occupies the 
predominant place in the Soviet banking 
system, and is the only bank cf emission 
and short-term credits, the long-term 
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credit banks likewise perform a most im- 
portant function, the financing of cap- 
ital construction. Appropriations for 
capital construction have shown a steady 
increase, in the current year totaling 
24.2 billion rubles. Under such condi- 
tions the task of maintaining on each 
project strict responsibility for the ex- 
ecution of plans within the time speci- 
fed and for the reduction of costs is 
highly important. With the aim of in- 
stituting stricter control in the system of 
financing capital construction (the grant- 
ing of credits to be based on the actual 
execution of plans) and of strengthen- 
ing economic accounting on construc- 
tion work, a decree was issued on May 
5, 1932, reorganizing the system of long- 
term credit banks. This decree calls for 
the concentration of all long-term credit 
operations in four banks, each of which 
finances capital construction in a definite 
section of the national economy. 

The first of these banks, the Prom- 
bank (industrial bank), will be devoted 
to financing capital construction of all 
state undertakings of national and local 
importance controlled by the commis- 


sariats for heavy industry, light indus- 
try, lumber, supply, and foreign trade, 
and by the procurements committee of 
the council of labor and defense. The 
second, the Selkhozbank (agricultural 
bank), will finance all capital invest- 
ments in state farms, the tractor center 
and the collective farms. The third, the 
Vsekobank (co-operative bank), is to 
finance capital construction by all co- 
operative organizations, except the hous- 
ing co-operatives. The fourth, the Tse- 
kombank (municipal bank), will finance 
municipal public utilities, the construc- 
tion of dwellings and the building of 
new cities. With the exception of the 
Vsekobank, these banks are to carry on 
financing through non-repayable sub- 
sidies and long-term credit. The co- 
operative organizations will receive 
funds only through long-term loans. 
The bulk of the financing of capital 
construction in industry and electrifica- 
tion is by non-repayable credits, the 
greatest share of which has been sup- 
plied by the state budget. However, the 
industrial enterprises are obliged to pay 
into the bank a certain share of: their 
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profits, and as the many new plants and 
power stations come into operation, the 
share supplied from the profits of enter- 
prises will increase and budget credits 
will decrease. 

By the first of this year the Long- 
Term Credit Bank for Industry and 
Electrification (Prombank), had estab- 
lished thirty-two branches and had rep- 
resentatives in numerous branches of the 
State Bank. In order to be in close 
touch with the actual construction pro- 
jects these branches were opened in dis- 
tricts where a large amount of building 
work was in process. The exercise of 
control at the place of construction and 
the institution by the bank of strict ac- 
counting between the construction works 
and the supplying organization have had 
a favorable effect in encouraging econ- 
omy. 

In addition to the State Bank and the 
long-term credit banks for financing the 
national economy, there is a widespread 
network of savings banks, with deposits 


totaling over 1 billion rubles on the first 
of this year. 

The steady progress of economic de- 
velopment in the U. S. S. R., together 
with the establishment of a sound credit 
system, which functions as an essential 
part of the general scheme of planned 
economy, has placed the Soviet banking 
system on a solid foundation, free from 
the problem of “frozen credits.” An- 
other factor contributing to the stability 
of the Soviet banking system and its cur- 
rency is the fact that the state budget 
has each year been balanced without a 
deficit. 

The state budget of the Soviet Union 
goes primarily to meet economic needs. 
Thus, in 1931 out of total expenditures 
of 20.4 billion rubles, 15.3 billion, or 75 
per cent., went to finance the national 
economy (industry, agriculture, trans- 
portation, trade, posts and telegraphs), 
while only 1.5 billion rubles, or 7.4 per 
cent., was expended for national defense 
and administration. 

The main source of revenues for the 
state budget is the socialized sector of 
the national economy, only a small pro- 
portion being derived from taxes on the 
population. The payments from the 
socialized sector consist of two main 
items: a share of the profits of state en 
terprise and the business turnover tax. 
Since a change in the tax rate has no 
effect on prices, which are regulated by 
the state, the turnover tax cannot be 
passed on to the population. While 
revenue from the socialized sector 
amounted to 15.9 billion rubles, or 77.6 
per cent. of the total revenues in 1931, 
that from the general population came 
to only 2.9 billion rubles, or 14 per cent. 

The growing profitableness of Soviet 
industry, while creating a firmer founda: 
tion for the financial system of the coun’ 
try, does not by any means diminish the 
role of the banks in the coming years. 
In fact, with the increasing financial re’ 
sources of the country the role of the 
banks in mobilizing these resources and 
redistributing them in such manner as 
best to advance the development of the 
country and the well-being of the popu- 
lation assumes even greater significance. 
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ter of public interest in recent 

weeks. Elections for members of 
the Reichstag, held at the end of July, 
although showing an increase of strength 
for the followers of Herr Hitler, failed 
to give to any party definite control of 
that body. President Von Hindenburg 
has rejected the demands of the Hitler 
party that their leader be appointed 
chancellor, though apparently willing to 
offer him a less important cabinet post— 
an offer which was not accepted. The 
present régime is not far from a military 
dictatorship, and its permancy may be 
regarded as doubtful. Following the re- 
lief of Germany from reparations pay- 
ment (except to a limited amount) 
comes the news that the country will 
call for substantial reduction in private 
debts owed abroad. It was hoped that 
the substantial wiping out of reparations 
would enable Germany to meet her 
private indebtedness—a hope which now 
appears to have been not well founded. 
As indirectly bearing on Germany’s 
position the recent speech of President 
Hoover accepting the nomination of the 
Republican Party for re-election is of im- 
portance. It will be recalled that the 
Lausanne agreement regarding repara- 
tions was conditioned upon some adjust- 
ment of the indebtedness of England, 
France, Italy, etc., to the United States. 
President Hoover, in the address men- 
tioned, bluntly declared against cancella- 
tion of these debts, but indicated that 
consideration would be given to some 
adjustment of them in return for in- 
creased markets for American products. 
Both as to the Lausanne proviso and 
Mr. Hoover's statement the following 
may be said. The general opinion is 
that whether the United States does or 
does nat agree to cancellation or sub- 
stantial reduction of the debts, repara- 


Gmem has continued the cen- 


tions payments are virtually at an end. 
And further, that Mr. Hoover's party 
may not be returned to power in No- 
vember, though this will not materially 
affect the situation, both the Republican 
and Democratic parties occupying prac- 
tically the same position with respect to 
the debt question. Of greater impor- 
tance, and of increasing interest to the 
people of the United States, is the at- 
titude taken by Senator Borah, chairman 
of the Foreign Relations Committee of 
the United States Senate. Mr. Borah 
has declared, in recent public addresses, 
that this country must look at the debt 
question from the standpoint of our own 
interests. He points out that if a wiping 


out of the debts will enlarge the exports 


of cotton, wheat and other American 
products, we should be the gainers in 
the transaction. This is placing material 
considerations above those of a legal or 
ethical character, but it no doubt repre- 
sents the basis on which such adjustments 
are usually made, namely, those of self- 
interest. While Senator Borah’s speeches 
have served to attract fresh interest to 
this aspect of the debt question, his point 
of view is not entirely novel or lacking 
in high official sanction. As long ago 
as January 4, 1926, Secretary Mellon 
made the following statement before the 
House Committee of Ways and Means: 
“Europe is our largest customer. Un- 
less the finances of Europe can be re- 
stored, her currency placed on a sound 
basis, and her people able to earn and to 
spend, this country will not be able to 
dispose of its surplus products of food, 
materials and goods. The entire foreign 
debt is not worth as much to the Amer- 
ican people in dollars and cents as a 
prosperous Europe as a customer.” Even 
of greater importance than the linking 
up of the debt question with our foreign 
trade is the necessity of looking at the 
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matter from the standpoint of actualities. 
With the cessation of American loans 
to Germany reparations payments ceased, 
and with their stoppage automatically 
went the suspension of debt payments 
to this country (this despite the oft- 
repeated official deciaration that the two 
matters were unrelated), and it is be- 
coming increasingly evident that the for- 
eign governments indebted to the United 
States are determined to make stout re- 
sistance against continuing payments on 
anything like the scale they have been 
making them since the debt settlements 
were made by the respective countries, 
and that they are really counting on the 
practical cancellation of their obligations. 
President Hoover, as stated in his ac- 
ceptance speech, is equally determined 
that the burden of these obligations shall 
not be shifted to the shoulders of Amer- 
ican taxpayers, as would be the case 
should Europe refuse to pay. Notwith- 
standing these opposing views of the 
matter, there is a growing conviction 
that, after the presidential election in 
the United States, some reasonable ad- 
justment of the problem may be ex- 
pected. The Imperial Conference, in 
session for some weeks at Ottawa, failed 
to support the views of those who have 
been urging a return to the bimetallic 
standard. On the question of stabilizing 
rates of exchange, this was declared to 
be a matter requiring the co-operation 
of other nations outside the British Em- 
pire. Austria and Hungary are experi- 
encing renewed financial difficulties, and 
the outlook in those countries is far from 
hopeful. There has been a recent mon- 
archist uprising in Spain, which was 
quickly suppressed by the military au- 
thorities of the republic. Success of the 
large refunding operations in Great 
Britain has given greater confidence to 
bankers and industrialists in the British 
Isles, and has reacted favorably in other 
lands. 

GREAT BRITAIN 


The most striking event in English 
financial circles in recent weeks is the 
almost spectacular success of the con- 
version of the 5 per cent. war loans, ag- 
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gregating £2,086,977,258, into a loan 


bearing only 314 per cent. Up to the 
close of July over 88 per cent. of the 
debt had been changed into the lower 
interest-bearing securities, and as the 
conversion plan remains open until De- 
cember 31, it is expected that iurther 
exchanges will take place. Thus far the 
demands for cash payments, which are 
to be made on the date named, amount 
to only £48,000,000. While the success 
of the conversion plan was foreshadowed 
in the preliminary preparations for it, 
the extent of the favor with which the 
plan has been received are beyond earlier 
expectations. Not only will the results 
of this remarkable feat in British finance 
relieve budget requirements to a con- 
siderable extent, but will greatly im- 
prove the general industrial and financial 
situation. Within a year the change in 
the financial situation of England has 
been surprising, even to those most con- 
versant with the great reserve power of 
British finance. The success of the con- 
version plan not only marks a definite 
step in the economic recovery of Eng- 
land, but it is an event bound to exercise 
a beneficial influence throughout the 
world. 


General Conditions 


Living costs recently show a slight 
reduction. Unemployment shows a slight 
increase, though this is ascribed mainly 
to temporary causes. Foreign trade dis- 
plays, in recent months, no marked 
changes in the aggregates. New capital 
issues were halted for the time being by 
the carrying out of the debt-conversion 
plan. The success of the latter, as al- 
ready mentioned, has had a decidedly 
beneficial influence in the restoration of 
confidence in the general situation. 
While the so-called “tariff war” between 
the United Kingdom and the Irish Free 
State continues, its effect upon the trade 
of the United Kingdom is not regarded 
as serious, since the trade of the other 
British Isles with the Free State con- 
stitutes but a relatively small part of 
that with the rest of the world. Sterling 
has recently shown a downward ten: 
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dency, attributed largely in the turn in 
the flow of capital toward the United 
States—a reversal of the situation here- 
tofore prevailing. The general results 
of the Imperial Conference at Ottawa, 
while not quite up to the expectations 
that have been raised, are likely to be of 
considerable benefit to the United King- 
dom. 


GERMANY 


The political situation resulting from 
the parliamentary election held at the 
end of July is now the most interesting 
angle of German affairs. While the 
National Socialists (Hitlerites) are now 
the largest numerically of the other eight 
parties, they lack a majority of the 
Reichstag, and evidence is lacking of 
their ability to make a combination that 
will give them control. An important 
element in the situation lies in the fact 
that a number of decrees lately put into 
effect must have the sanction of the new 
Reichstag, which is required to meet not 
later than four weeks after the election. 
As some of these decrees were unpopular 
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with parties holding a considerable num- 
ber of votes in the Reichstag (not count- 
ing the National Socialists) the fate of 
these measures is regarded as doubtful. 
Their rescission would, necessarily, throw 
the country into a further state of con- 
fusion and would greatly hinder the re- 
covery that was looked for as a result of 
the lightening of the burden of repara- 
tions payments. A further disturbing 
element is the demand, on which there 
is substantial agreement among ll 
parties, for an equality of treatment of 
Germany with respect to armaments. 


Growth of the Hitler Movement 


As the political change which has 
taken place in Germany is not only of 
such deep significance to that country 
but to the world, in reference to the Ger- 
man attitude toward other nations, it will 
be instructive to see just what has taken 
place. From a total vote of 6,380,000 
in 1930 the Nazis (Hitlerites) increased 
their poll to a total of 13,732,000 in the 
July election. Their seats in the Reichs- 
tag rose in the same period from 110 to 
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230. But large as these gains are, their 
significance become much less impressive 
when it is seen that the total vote cast 
at the last election aggregated 36,845,- 
000 and that the sum of the seats in the 
Reichstag is 607. It will therefore ‘be 
seen that the domination of the leading 
party is dependent upon a coalition with 
some one of the more or less mixed and 
antagonistic elements in the other parties 
—a coalition which is regarded as being 
dificult to bring about. Furthermore, 
it is pointed out that the gain of the 
Hitler party appears to be at a moderat- 
ing rate, and the opinion is held in re- 
sponsible circles that the party has now 
reached the peak of its power. This, 
however, will probably depend upon the 
course of future economic developments. 


The General Situation 


Notwithstanding the mixed condition 
of political affairs, the prospects of a 
trade revival in the near future are far 
from discouraging. Germany, like so 
many other countries, has long been suf- 
fering from a decline in production and 
trade, but the feeling is growing that 
there must soon come a turn in the 
tide. High rates for short-term money 
is regarded as one of the obstacles to be 
overcome, the cheaper rates prevailing in 
several other countries giving them an 
advantage. Deposits in banks have re- 
cently been declining, ascribed to politi- 
cal conditions and to unemployment. 
But the unemployment, at about the 
middle of the year was only 5,476,000, 
against 5,900,000 on which the govern- 
ment based its calculations. While in- 
dustrial production and foreign trade 
have both declined to low levels, the 
production of the agricultural staples 
promises to show a marked increase over 
the crops harvested last year. 


FRANCE 


While opinion at Paris inclines to the 
belief that the recovery in the dollar 
may lead to moderate gold exports to 
New York during September, it is not 
thought that this migration of the metal 
will be on a large scale, not at least 


until there are more definite signs of a 
business revival in the United States. 

Public deposits at the Bank of France 
at the beginning of August exceeded 
26,000 million francs against 14,000 
million a year ago and 8000 million two 
years ago. Rediscounts were only about 
3000 million at the beginning of last 
month. Extreme ease persists in the 
money market. 

Foreign trade (exclusive of that with 
the colonies) for the first six months of 
1932 shows imports at 12,575 million 
francs and exports 7094 million francs. 
For the corresponding period of 1931 
imports were valued at 20,251 million 
francs and exports 12,450 million francs. 

There has been of late a marked de- 
cline in the production of steel and pig 
iron. 

Unemployment, which recently de- 
clined from the high figure of the early 
spring, is now showing a tendency to 
increase. 

ITALY 


Though the midsummer lull has ac- 
centuated somewhat the already exist- 
ing quiet, there is no important change 
in the general economic situation of 
Italy. The 1931-32 budget closed with 
a deficit of 1,300,000,000 lire which is 
considerably less than recent expecta- 
tions. The major industries show no 
further retrogression. Unemployment 
has been reduced to 900,000. Crops are 
generally promising and agricultural ex- 
port prices are stiffening. Several of the 
leading banks have arranged to make 
loans to farmers at 41/, per cent. on the 
security of their wheat deposited in ele- 
vators controlled by the banks. This 
arrangement, it is said, is to enable the 
farmers to escape manipulation of prices 
and a decline in the value of their crops. 

While the foreign trade situation 
still shows a heavy excess of imports, the 
unfavorable character of the figures is 
growing less as compared with a year 
ago. 

Gold reserves of the Bank of Italy are 
well above 40 per cent. of the note cir’ 
culation, which is declining. 

Minister Mosconi declared in _ his 
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budget speech that Italy “has no in- 
tention of giving ear to the mistakes 
and absurd ideas of inflationists, con- 
demned both by experience and common 
sense. The lira remains firmly 
anchored to gold, the only safe basis for 
a paper currency.” 


POLAND 


Total reserves of gold and stable for- 
eign currencies and bills, representing 
cover against demand obligations, at the 
Bank of Poland, according to the bank’s 


balance sheet as of the end of June, de- 
creased during the month by 62,780,000 
zlotys (1 zloty equals $0.1122), to 530,- 


480,000 zlotys. The decrease occurred 
in the metal reserve only, the supply of 
foreign assets having increased by 7,- 
707,000 zlotys. There was a transfer 
of 40,265,000 zlotys of gold abroad 
from the bank’s vault. Changes in the 
other principal accounts were as follows: 
The bank's portfolio of discounted paper 
increased by 33,457,000 zlotys, to 
670,987,000 zlotys and loans against 
collateral at 124,121,000 zlotys, also 
were higher by 6,736,000  zlotys. 
Private deposits declined by 25,836, 
000 zlotys to 113,853,000 zlotys, and 
the treasury’s balance was reduced to 
936,000 zlotys, a decline of 1,165,000 
zlotys. The treasury’s indebtedness to 
the bank remained unchanged at 50,000,- 
000 zlotys. Notes in circulation show a 
slight increase of 2,476,000 zlotys, at a 
total of 1,105,384,000 zlotys, whereas 
sight obligations decreased by 28,380,000 
zlotys, to 1,235,594,000 zlotys. The per- 
centage of cover against sight obligations 





thus declined: All cover to 42.9 (from 
46.9 at the end of May), and that of 
gold alone to 39.2 (from 43.9), which 
is, respectively, 2.9 and 9.2 per cent.. 
above the statutory minimum. Gold 
cover against notes alone declined to 
43.8 per cent., from 50.3 at the end of 
May. 

According to official figures released 
by the Central Office of Statistics, im- 
ports into Poland during the first six 
months of 1932 totaled 433,999,000 
zlotys, a decrease of 362,949,000 zlotys, 
or 44.9 per cent. in comparison 
with the same period of 1931. Exports 
aggregated 539,041,000 zlotys, a decrease 
of 411,242,000 zlotys, or 43.2 per cent. 
The favorable balance of trade amounted 
to 105,042,000 zlotys as against 144,- 
335,000 during the corresponding period 
of 1931, a decrease of 39,283,000 zlotys 
or 27.2 per cent. 


HUNGARY 


Stagnation of production, a further 
contraction of foreign and domestic 
trade, sinking prices, and increasing ex- 
change difficulties were the characteris- 
tic features of Hungary’s economic life , 
during the second quarter of 1932. The 
situation of the farmers remained critical; 
their indebtedness is steadily increasing 
and in many cases they are no longer 
able to meet interest payments. The 
new wheat crop is estimated at 18,000,- 
000 quintals, about 1,700,000 less than 
last year. Industrial production was de- 
pressed throughout the quarter although 
employment improved slightly as com- 
pared with the first quarter; dullness was 
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especially pronounced in agricultural 
machinery. The textile industry was 
in the best relative position as several 
factories were allowed to purchase raw 
materials unrestrictedly with the change 
derived from exports. The situation of 
the building industry was also quite 
favorable. Imports for the first five 
months of 1932 amounted to 139,400,- 
000 pengos, exports 124,600,000 pengos, 
as against 255,700,000 and 214,800,000 
pengos, respectively, in the correspond- 
ing period last year. (Pengo equals 
$0.1749.) Exports to Austria and 


Czechoslovakia have practically ceased. 
Administrative expenditures for the first 
ten months of the budget year (July- 
April) 1931-32, amounted to 714,300,- 
000 pengos against receipts of 645,200,- 
000, leaving a deficit of 69,100,000 


($12,085,000). During the same period 
loans were floated to the amount of 
174,300,000 pengos. Expenditures of 
the state enterprises aggregated 335,000,- 
000 pengos and revenues 309,700,000 
pengos. 


JAPAN 


Continued decline in yen exchange 
and the recent imposition of increased 
tariffs by Japan may seriously affect im- 
port trade in the immediate future, ex- 
pecially as buying power has not in- 
creased in proportion to depreciation of 
the yen. However, the season for 
heaviest imports has passed, and im- 
porters laid in unusually heavy supplies 
early this year in anticipation of higher 
prices following the gold embargo 
and in expectation of a further de- 
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cline in exchange and higher tariffs. 
Because of the larger imports and 
falling off in exports—the latter largely 
as a result of unfavorable condi 
tions in principal foreign markets—the 
import excess for the empire during the 
first half of this year reached 330,000,- 
000 yen, an increase of 44,000,000 yen 
over the same period in 1931. The un 
favorable trade balance for Japan proper 
totaled 267,000,000 yen, according to 
preliminary figures, against 223,870,000 
yen in the first half of 1931. (Average 
exchange rate of the yen in the first 
half of 1932 was $0.3292 compared 
with $0.4939 in the first half of 1931.) 
A favorable balance of trade is expected 
during the last half of this year. Busi: 
ness inactivity is indicated by reduced 
carloadings and lower railway revenues, 
while principal industries, with the ex- 
ception of cotton and rayon, report un 
satisfactory conditions. Trade in cotton 
and rayon is well maintained, with com: 
pany reports showing increased earn 
ings for the first half year. No improve: 
ment appears in the silk industry, al- 
though purchase by the government of 
the large stocks held under the com 
pensation law, is a favorable factor. 
However, prices are weak and future 
trends depend upon stabilization of yen 
exchange and American demand. Con: 
ditions in the coal mining industry are 
unsatisfactory. Stocks are excessive and 
competition is felt from cheap imports. 
The automotive market is dull, with 
registrations down 50 per cent. Rice 
stocks are heavy, totaling 24,000,000 
koku (122,680,000 bushels) on July 1. 
Further imports will be unnecessary. The 
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foreign exchange control bill became ef- 
fective July 1. Its object is to prevent 
the flight of capital. The bill empowers 
the minister of finance to prohibit or 
restrict, whenever necessary, transac- 
tions in foreign exchange, foreign cur- 
rency, securities in foreign currency and 
letters of credit for the purpose of ex- 
porting capital. It is not expected, how- 
ever, that there will be any interference 


with purely commercial transactions or 
that the normal financing of foreign 
trade will be handicapped in any way. 
A special session of the Diet has been 
called for the purpose of granting agri- 
cultural relief. Measures to be con- 
sidered will probably include a mora- 
torium on farm loans, new loans totaling 
200,000,000 yen and appropriations for 
public works. 
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Current Conditions in Canada 


HE August commercial letter of 

the Canadian Bank of Commerce 

points out that during the past 

month Canadian business has been sub- 
ject to contending influences. 

“On one side,” says the Letter, “there 
was the continued unfavorable reaction 
upon industry of the accumuiated effects 
of the world depression and of the short 
domestic grain crops of 1931 and other 
agricultural factors which greatly re- 
duced the farmers’ purchasing power. 
Thus, taking the latest Dominion Gov- 
ernment report on employment as a 
guide to recent commercial activity it is 
to be noted that, contrary to the usual 
movement in the early part of the sum- 
mer, general employment turned down- 
ward. This partly reflects a seasonal lull 
in the major branches of manufactur’ 
ing; steel production dropped so sharply 
in June as to be of negligible propor’ 
tions, the newsprint industry entered the 
quietest period of the year and its output 
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declined to an abnormally low level; 
about mid-June lumbering came under 
the depressing influence of the prohibi- 
tive American tariff; automobile produc: 
tion declined following the seasonal ex: 
pansion ending in May; and mining was 
curtailed except in the gold fields, where 
increasing activity was reported. The 
drop in employment consequent upon 
the developments just described more 
than offset gain in transportation and 
construction; in fact, while building in- 
creased, as is always the case in the sum: 
mer months, it remained far below nor: 
mal. 

“On the other side, the general out- 
look is brighter as a result of the Lau’ 
sanne Conference, the probability of 
some beneficial effects arising from the 
Imperial Conference at Ottawa, con’ 
structive developments in the United 
States and rising orders for autumn 
trade. There is also the continued pros: 
pect of good crops over a large part of 
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this country even though, as will be seen 
later, climatic conditions in Ontario and 
the Prairie Provinces were not as satis- 
factory in July as in the earlier months. 
The favorable set of influences has, in 
the judgment of those operating in the 
security markets, outweighed the un- 
favorable, for the values of Canadian 
securities have risen markedly, partly as 
a consequence of investment buying in 
outside centers, notably in London, 
where the view seems to prevail that 
there are now good grounds for confi- 
dence in Canada, one which it is to be 
hoped will be fully justified by later 
events,” 
BETTER TONE NOTED 

In its monthly letter, dated August 
24, the Bank of Montreal made the fol- 
lowing comment on Canadian business: 


“Although no definite improvement 
has yet appeared in the volume of Ca- 
nadian trade, a better tone pervades busi- 
ness circles, and elements of greater ac- 


tivity are coming into sight. Among 
these is the assurance of full average 
crops, taking the country as a whole. 
The wheat crop of the Prairie Provinces 
will run a hundred or more million 
bushels over last year, and as the seed 
has been sown and the harvest will be 
reaped at low cost, the effect will be 
stimulating to the farmers and helpful to 
all branches of business. Crops in other 
provinces are good, with exceptions such 
as hay, which is of light yield in Eastern 
Ontario and much of Quebec. Fruit 
crops will be fully up to average. In 
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the live stock trade, prices are low, but 
marketings are large and the dairy in- 
dustry maintains a normal output with 
recent advance in price of cheese and 
butter. 

“Manufacturing industries continue 
slack save for a few exceptions. Tourist 
traffic has been disappointing, for while 
many cars have come to Canada from 
the United States, their stay has been 
short and the expenditure made by own- 
ers small compared with former years. 
The shipping trade is somewhat better 
than last season; more grain has passed 
out through the port of Montreal, more 
British coal has been imported, passenger 
trafic has held up fairly well, and a 
livelier autumn business is anticipated.” 

AN OPTIMISTIC NOTE 

The Royal Bank of Canada sounds a 
note of optimism in its monthly letter 
released on August 30 stating: 

“The rise in security prices and that 
growth in confidence which were hailed 
as the turning point in the depression 
were the prelude to the Imperial Con- 
ference. This may have been purely a 
coincidence, but just as a variety of 
causes were responsible for the long 
downward movement, so a_ favorable 
conjunction was held to be needed to 
turn the tide. It is the prospect that an 
increase in the buying power of Great 
Britain and the Dominions will have a 
favorable effect upon their trade with 
other countries that has made the con- 
ference at Ottawa comparable in impor- 
tance to that at Lausanne. 
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By PETER MICHELSON 


Manager, Advertising and Publicity Department, Bank of America 
N. T. and S. A. 


O interest advertising 

men and women in any 

advertising campaign, I 
fnd it is necessary to first 
tell them what the campaign 
cots and how much mer- 
chandise it sold. Therefore, 
this article will give that in- 
formation at the outset be- 
cause we are sincerely inter- 
ested in having the advertis- 
ing men of the country 
know that now is the time to 
do the most good by not al- 
lowing ourselves or our work 
to drift with the stream. 

Advertising can “beat” 
this depression if properly 
used, and the Bank of Amer- 
ica “Back to Good Times” 
movement is this bank’s 
translation of its words into 
action. The campaign has 
cost to date $152,600—the 
results to date are a deposit 
increase of more than $51,- 
000,000 since the campaign’s 
inauguration on March 26, 
1932. 

We trust other bankers 
and merchants will adopt the 
same theme and _ therefore 
have sent out thousands of 
our advertisements to banks 
through ut the country, ad- 
Vertising agencies, mnews- 
Papers and merchants, sug 
gesting that a similar idea be 
used by them in their copy. 


As .to cost—A. P. Gian- 
nini, chairman and founder 
of the bank, knows advertis- 
ing and its power. His banks 
were pioneers in the use of 
paid advertising space and 


the Bank of America’s 
growth from founding date, 
with $100,000 capital, to 
that of the largest bank out- 
side of the city of New 
York and the fourth largest 
bank in the United States, is 
positive proof. 

The Bank of America 
“Back to Good Times” cam- 
paign is three-fold in pur- 
pose. First its statements must 





Little Life-Stories 
* From Our Ledgers 


Watch Savings 


All Night 


Somebody had frightened Grandma 
and Grandpa about their account in the 
bank and they came together to draw it out 
It represented their life savings, something 


over $1,500 


But bright and early next morning 


they were back, and asked that their savings 
be redeposited 


“We just couldn't decide where to 
hide it,” Grandma explained. 


First National 
Branches 


“First Grandma suggested a place, 


then I did, but none seemed to be safe,” 


Bardstown Keaa 
—Near Douglas: 


Dixie Highway 
—18th and Hill 


Portland 
—26th and Bank 


Preston and Oak 
Shelby and Broadway 
Shawnee 

—Mthb and Broadway 
South Louisville 

—4th and Central 
West Loutsville 

—Market Near 41st 


dears! 
again. 


Grandpa added 


“Then we worried for fear some- 
body would find out and steal it before we 
could bring it back.” 


“So we sat up all night watching it.” 


And they brought it back, poor 
Now they have peace and rest 


Have you? 


FIRST NATIONAL BANK 


The Oldest National Bank in the South 
Fifth and Court Place 2°) Mai 


This is one of a series of “little life stories” 


Louisville bank. 


used by this 
Each one is based on a real incident 
which makes them doubly human and interesting. 
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be fundamentally sound; sec- 
ond, it must be helpful to 
our competitors, our cus- 
tomers and our competitors’ 
customers; third, it must 
bring to this institution its 
just share of new business, 
hold the old, stimulate good- 
will for the institution, bet- 
ter earnings for the owners, 
perfect co-ordination of em- 
ployes and better understand- 
ing between the 243 com- 
munities of California where 
its 410 branches are located. 

Our instructions were to 
base our plans on the same 
figures as those used in the 
1929 budget. 


The choice of mediums is 
always important, and the 
writer's opinion is that me- 
diums more or less select 
themselves after the objec- 
tive of the campaign and the 
copy angle is completed. 

For this campaign we used 
323 California newspapers, 
1050 billboards, full showing 
in California street cars, 
radio and direct mail to our 
208,000 employes, stockhold- 
ers and advisory board mem- 
bers. 

The campaign, as before 
stated, started on March 26, 
and the radio was used to 
make the opening announce- 


to Borrowers 


We welcome applications for 
loans from sound business, in 
trying times, as in good times. 


Safe, short-term loans, which 
adequately safeguard our depos- 
itors’ money, are a constructive 
service to business. 


Such loans are not favors to 
borrowers, but are good busi- 
ness from which both they and 


we make profit. 


(mmerce Trust 


@mpany’ 


CAPITAL AND SURPLUS 8 MILLION 


KANSAS CITY 


Unusual in these days to find a bank advertising for bor- 


rowers. 


However, such an appeal is particularly effective 


when so many banks are being criticized by the public for 
being over-conservative in their loaning policies. 
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ment. Eighteen radio weekly 
programs were scheduled, 
each presenting a well known 
citizen, representing different 
lines of endeavor or civic 
activities. All newspapers 
carried dominating space. 
The billboards are distinctive 
and have popularized the 
figures of a miner leading 
Uncle Sam toward a bright 
horizon. The street car 
cards, lobby and window dis 
plays and merchants’ window 
cards are all reproductions 
(except the bank’s name does 
not appear on the merchants 
window cards). A sales 
campaign was organized, 
tying in the newest employe 
to the chairman of the board 
and all our selling while the 
“iron is hot.” 

Merchants up and down 
the coast are using the cam 
paign to stimulate merchan 
dise turnover. Contractors 
and builders are accepting 
our suggestion and _ using 
signs on all construction an 
nouncing “Men at Work. 
Employed by (contractor's 
name).” These signs all 
carry our miner and Uncle 
Sam. 

The campaign has caused 
favorable comment. It has 
sold goods for us and for 
other California banks and 
merchants. It has created 
good will. It caused the 
governor of our state to de 
clare May 16 last “Back to 
Good Times” day, and many 
national leaders to write let 
ters of commendation. It has 
opened credit channels to the 
home builders of our cities 
in the west and to the tillers 





under 
fects « 
intellig 


THE BANKERS MAGAZINE 


ee eee rere en 


of our soil. It has created 
purchasing +power. It has 
convinced many of _ the 
doubters at its inception that 
advertising and publicity can 
move a mountain of fear if 
aman with faith and sin- 


cerity will support his adver- 
tising associates and, for- 
tunately, this campaign has 
had such a leader behind it 
—A,. P. Giannini, chairman 
of the board and founder of 
the Bank of America. 


,.. AND WHAT WITHAL SHALL A 
BANK ADVERTISE ? 


By BryANT GRIFFIN 


wide campaign for 

banks and bankers was 
under consideration. The ef- 
fects of an interesting and 
intelligent campaign would 
hve been invaluable now. 
The banks’ relationship to the 
public as a whole is not one 
of happy confidence. 

Not one of sympathy 
even! I have heard the story 
about the hired girl with the 
money under her mattress 
tld by a Yale professor 
about a judge in Waterbury, 
ad in Scranton about a 
Slavic maid and in Richmond 
about colored help. In each 
case it was “‘a good one.” 

The banker, on the other 
hand, is injured, non-plussed 
often. He knows that a bank 
has been a charity organiza- 
ton too long. It cannot 
carry a lot of unprofitable 
accounts, and it cannot make 
a loan to everyone who first 
hopes, then feels he is en- 
titled to it. 

And what a problem col- 
hteral loans are! The cus- 
tomer who is called on again 
and again to cover vows if 
he ever pays the bank off he 
will have nothing more to do 


Gwe years ago a nation- 


with that bank, but the bank 
realizes that good banking 
practice requires that the col- 
lateral be considerably in 
excess of the loan. 

Now in this crisis what 
should the bank do? Cer- 


tainly not stop advertising 
suddenly while the micro- 
scopic eye of the public is 
upon it! Statements only 
show a weakened condition 
to those who can interpret 
them. 

Bankers inexperienced in 
advertising wish “to keep our 
name before the public.” I 
asked a highly intelligent 
woman in B———— (she is a 
college graduate) if the banks 
in B———— advertise. She 
said she thought not, at least 
she never noticed any. There 
in the Telegram on _ the 
table were three two-column 
advertisements keeping the 
name before the public, and 


HOARD 


EVERYTHING BUT MONEY 


Hoard a house. A home will be no less a 
home because it may be bought cheaply. 
Hoard bonds—the best are down in price. 
Hoard goods. It is the buyers’ market of 
a lifetime. Hoard a bank account. Put 
your money to work. 


Hoard everything but money 


THE TRUST COMPANY 


of NEW JERSEY 
Hudson County's Largest Bank 
JERSEY CITY + UNION CITY + HOBOKEN 
WEEHAWKEN WEST NEW YORK 
Member of Northern New Jersey Clearing House Association 


“Hoard Everything but Money” is a strong slogan for 


the times. 
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one four-column — (Extra! 
Extra!) “Our bank as your 
executor is permanent, safe, 
strong and responsible!” — 
only in many more words 
than that and enlivened by 
a picture of the building 
which was put up at the en- 
trance to the ad as a detour 
sign. 

Banks have something to 
sell, the same as the Cunard 
Steamship Lines, and it is 
time they stopped giving 
their advertisements to the 
local papers to keep them 
happy. The public needs to 
be kept happy about their 
banks, and the banks need to 
invest in public opinion 
through the power of adver- 
tising. 

A new type of advertising, 
human and appreciative of 
conditions, is demanded for 
the times. It is not the glass 
eye that the banker shows in 
an advertisement like the 
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Decoration Day advertise- 
ment shown on another page. 

A silly professional opti- 
mism is not demanded. When 
in 1929 a certain down- 
town public relations banker 
came out with optimistic 
statements as he did in 1920, 
then we knew we were in for 
a depression. 

How can banks keep on 
with the old rainy day thrift 
series? This is the rainy day 
for which we have been sav- 
ing. Why not combine the 
saving idea for those who 
can save with an argument 
keyed to present-day condi- 
tions as is attempted in the 
advertisement “Hoard” as 
shown on another page? 

Now is the time to adver- 
tise, not to put an advertise- 
ment in the paper. Now is 
the time for the banker to 
show himself as he is, hu- 
man, sympathetic and up 
with the times. 


ANOTHER ANGLE ON THE INCREASED 
POSTAGE RATE 


By H. F. Lewis 


Eastern Manager, Direct Mail Division, The Reuben H. Donnelley 
Corporation 


OST of the editorials 

to date dealing with 

the subject of 3 cent 
first class postage seem to 
overlook one very important 
angle. 

Direct mail advertisers 
have been advised to— 

1. Switch to third class 
l-cent postage and save $10 
per thousand pieces. 

2. Spend the $10 in re- 
fining and cleaning up the 
mailing list. 


3. Spend it for better 
printing and more powerful 
mailing pieces. 

4. Increase the size of 
the list and reach more pros- 
pects for the same money. 

These suggestions are all 
good and extremely helpful. 
However, what the adver- 
tiser is interested in, is the 
actual cost per inquiry or 
order received and he is 
not greatly concerned with 
whether it comes from the 


use of a l-cent stamp or of 
a 3-cent stamp. 

In facing the new condi. 
tion he has been led to think 
in terms of an increase of 
50 per cent. in cost. Asa 
matter of fact, the actual in 
creased cost is approximately 
16 2/3 per cent. 

The ordinary sales letter 
mailed under a 2-cent stamp 
costs, complete with station: 
ery, printing, labor and 2- 
cent postage, approximately 
6 cents. Under the new 
rate it will cost 7 cents. 

To meet the increased 
postage cost and still secure 
inquiries and orders at the 
same cost as heretofore, it is 
only necessary that the ad 
vertiser secure seven inquiries 
where heretofore he has se 
cured six. It is highly prob 
able that this will happen. 

With millions and millions 
of mailing pieces being with: 
drawn from the first class 
group and mailed as third 
class matter, it is obvious that 
first class matter will take on 
added dignity, prestige and 
pulling power. 

First class mail has become 
a distinctly high hat medium. 
It should be comparatively 
easy to make seven inquiries 
grow where six previously 
grew. Many advertisers who 
make the test will be agree’ 
ably surprised to find that 
they are getting more than 
the expected number of in’ 
quiries and that the cost per 
inquiry and order is actually 
lower under the 3-cent rate 
than it was under the old 2 
cent rate. 

In any event there is a per’ 
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fectly simple method of de- 
termining which classification 
to use. Make a small test 
mailing of identical pieces to 
jmilar names, sending half 
ff the mailing under first 


class postage and the other 
half as third class matter. 

Let the percentage of re- 
plies and the cost per in- 
quiry or order settle the 
argument. 


HOW BANKS ARE ADVERTISING 


\ RECENT display of the 
Granite Trust Company in 
Quincy, Mass., attracted con- 
iderable attention and much 
fworable comment. It con- 
isted of a collection * of 
sketches and cartoons by John 
Held, Jr., which were loaned 
to the bank by a local resi- 
dent, H. A. Frank, who 
knew the artist in Salt Lake 
City. Window displays of 
this nature are looked upon 
with favor by the bank as a 
means of attracting attention 
ind interest. 


“MessAGE Number 14” by 
the Illinois Bankers Associa- 
tion’s advertising and pub- 
licity campaign might well 
be emphasized by banks in 
ther communities as a per- 
tment piece of sound advice 
for the times. The theme is 
“Live Within Your Income.” 


Here is the message in brief: 


Live within 


income, spend 
seely 
isely, 


save regularly, still re- 
mains the formula for individual 
Prosperity and the average men 
‘nd women who are doing this 
today are laying the foundation 


t the national wealth of the 
iture. 


“AND She Runs a Business 
t Her Own at a Profit of 
10 Per Cent!” is the title of 
‘recent single column news- 
paper advertisement of the 


Emigrant Industrial Savings 
Bank of New York. An il- 
lustration at the top of the 
column shows a stenographer 
taking dictation. The text 
reads in part as follows: 


Nine to five and an hour for 
lunch. A regular weekly salary, 
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which isn’t too much. But out 
of it this clever young woman 
manages another business—at a 
profit of 10 per cent! “The job 
of running my own life is more 
important than any other on 
earth to me,” she said. And so, 
each week, she puts aside one- 
tenth of her income. One-tenth 
—saved. One-tenth—profit. 
It takes will power for any- 
body to lay aside a certain sum 
regularly. Only one person in 
ten can do it. But remember, 
a balance in the bank is your 
stored-up profit. Save with a 
goal in mind and start 
with your next pay envelope! 


“QuARTER day when many 
investors are collecting in- 
come from bonds and other 


TO THE 
UNKNOWN SOLDIER 


who through shot and shell made 


way for victory. And to his Peace- 
time Brother who through deflation 
and despair does his cheerful bit. 


THE TRUST COMPANY 
ee. 


JERSEY CITY 
HOBOKEN 


UNION CITY 
WEEHAWKEN 


WEST NEW YORK 


Member of Northern New Jersey Clearing House Association 


Wide World Phases 


“A new type of advertising, human and appreciative of 


conditions, is demanded for the times. 


It is not the glass 


eye that the banker shows in an advertisement like the 
Decoration Day advertisement shown above.” 
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Hard Times Beget 
Stronger Men, Stronger Institutions 


Adversity has its uses. Strong men and strong insti- 
tutions come through hard times with the conscious- 
ness of greater strength, added poise, renewed courage 
and a firmer faith. 

This Bank and its predecessors have seen economic 
disorders come and go — always a better bank because 
of deepening experience and firmer faith in the 
fundamental soundness of policies which have stood 
up in all kinds of times, under all conditions. 


This Bank lends money to sound business in bad 
times and in good. It will continue this practice. 


Today, the Continental Illinois Bank offers to sound 
business the strength of its resources, the stability of its 
policies and the experience of officers whose perspec- 
tive is not distorted by temporary business fluctuations. 


CONTINENTAL ILLINOIS 
BANK AND TRUST 
COMPANY 


Timely, confidence-building copy emphasizing the fact 
that the “bank loans money to sound business in bad 
times and in good.” 


securities is a good time to 
emphasize the fact that or- 


dinary savings accounts ‘pay . 


dividends.” The Cleveland 
Trust Company did this ef- 
fectively at the end of last 
June in newspaper advertis- 
ing. The text of this adver- 
tising read in part as follows: 


The deposits of the Cleveland 
Trust Savers have earned $2, 
112,000 interest since January 1. 

Are you sharing in these sure 
“dividends”? If not, don’t lose 
a day's interest. Start your 
money working for you and 
your community today. 


Now is a good time for 
banks with trust departments 
to lay stress on the impor- 
tance of revising wills in the 
light of the altered values 
which the depression has 
created. The National Bank 
of Topeka did this effectively 
recently in newspaper adver- 
tising with the displayed 
heading: “Last year’s will 
might work an injustice this 
year!” The text read as 
follows: 


The owner of a_hundred- 
thousand-dollar estate made a 


will, in which he listed various 
bequests totaling $10,000, and 
provided that the balance of the 
estate should go to his im 
mediate family. 

Yet when the estate was dis. 
tributed as directed in the will, 
the family, instead of receiving 
$90,000, actually received hardly 
a cent! The property had de 
creased in value to such an ex 
tent that, after debts, taxes and 
$10,000 in bequests had been 
paid, there was nothing left. 

Cases of this sort have come 
to light all too frequently in the 
last year or two, when extreme 
and unforeseen shrinkage has 
takeh place in security values, 
real estate values, and _ other 
values. 

If your will was made some 
time ago, and if it provides for 
bequests of fixed amounts in- 
stead of percentages, it should 
by all means be read over care’ 
fully with a view to providing 
greater protection for your heirs. 
And whether you have already 
made a will or not, it will be 
well to look into the possibilities 
of the Life Insurance Trust and 
other trust plans as a means of 
preventing losses. Consult our 
experienced Trust Department! 


ONE of the most distressing 
incidents of the depression 
has been the constant and 
widespread worry on the 
part of many men and 
women about the uncertain’ 
ties of their economic fw 
tures. Even those who had 
jobs and good jobs have been 
worrying for fear that they 
might be lost. Savings banks 
do well to capitalize this con 
dition by pointing out how 
a substantial savings account 
relieves worry. The savings 
banks of the Metropolitan 
area in New York have been 
emphasizing this point in 0 
operative newspaper adver 
tising. 
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Convention News 


INVESTMENT BANKERS ASSO- 
CIATION NOMINATIONS 


FRANK M. Gorpon, vice-president of the 
First National Bank and of the First Union 
Trust and Savings Bank, both of Chicago, is 
slated to be the next president of the Invest- 
ment Bankers Association of America. Nomi- 
nated by the board of governors, which is 
tantamount to election, he will head the regu- 
lar ticket in the election at the annual con- 
vention, which is to be held from Oct. 22 to 
26, inclusive, at White Sulphur Springs, 
W. Va. 

Mr. Gordon is the third banker in Chicago 
to be selected to head the association since its 
organization in 1912. He will succeed Col- 
onel Allan M. Pope, president of the First of 
Boston Corporation. 

The new slate includes the following for 
vice-presidents: 

George W. Bovenizer, Kuhn, Loeb & Co., 
New York. 

James H. Daggett, Marshall & Ilsley Bank, 
Milwaukee. re 

Edward Hopkinson, Jr., Drexel @ Co., 
Philadelphia. 

Donald O'Melveny, Union Company, Los 
Angeles. 

C. T. Williams, C. T. Williams & Co., 
Inc., Baltimore. 


Alden H. Little of Chicago has been nomi- 


Bank Buildings 


Their Design, Construction and 
Equipment 

| Our many years of experience in designing 

bank buildings, and in so planning interiors 
as to secure maximums of convenience and effi- 
ciency, qualify us to perform these services for 
you promptly, perfectly and economically. 

We are continuously engaged in bank de- 

signing, modernizing and reconstruction 
work in New York City and throughout the 
country, and are thoroughly familiar with all 
requirements for the most up-to-date banking 
facilities. 


Booklet sent upon request without 
obligation 
CHAS. A. HOLMES 


Successor to 


HOLMES & WINSLOW 


BANK BUILDING SPECIALISTS 
Established 20 Years 


153 E. 38th Street - New York 


nated to succeed himself as executive vice- 
president, and C. Longford Felske, also of 
that city, to succeed himself as secretary. 
E. C. Wampler of Lawrence Stern & Co,, 
Chicago, has been nominated as treasurer. 


Nominations for Governors 


Nominations for the board of governors 
follow: 

One-year terms—Allan M. Pope, First of 
Boston Corporation, New York; Theodore F. 
Smith, Chase Harris Forbes Corporation, 
Pittsburgh, to fill unexpired term of Mr. 
O'Melveny, nominated for vice-presidency; 
George H. Nusloch, Hibernia Securities Com- 
pany, Inc., New Orleans; Otho C. Snider, 
the Prescott, Wright, Snider Company, Kan- 
sas City, to fill unexpired term of Mr. Boven- 
izer, nominated for vice-presidency; Harry B. 
Wagner, First Securities Corporation, Grand 
Rapids. 

Two-year terms—E. Gerald Hanson, Han- 
son Brothers, Inc., Montreal; Claude G. Rives, 
Jr., Whitney Trust and Savings Bank, New 
Orleans. 

Three-year terms—F. Seymour Barr, Barr 
Brothers & Co., Inc., New York; Pierpont V. 
Davis, National City Company, New York; 
William T. Bacon, Bacon, Whipple & Co., 
Chicago; Sydney P. Clark, E. W. Clark @ 
Co., Philadelphia; Henry Hart, First Detroit 
Company, Inc., Detroit; Lewis B. Williams, 
Hayden, Miller & Co., Cleveland; John R. 
Longmire, I. M. Simon & Co., St. Louis; 
Albert P. Everts, Paine, Webber & Co., Bos- 
ton; John C. Legg, Jr., Mackubin, Goodrich 
& Co., Baltimore; George P. Hardgrove, 
Ferris & Hardgrove, Seattle. 


BANK WOMEN TO MEET IN 
LOS ANGELES 


THE Association of Bank Women will hold 
its tenth annual convention coincident with 
the American Bankers Association in Los 
Angeles, October 3 to 5. When this na- 
tional organization was formed in New York 
in 1921 there were only five members. 
Women bankers throughout the country soon 
became vitally interested in. the aims and ob- 
jects of the association and the membership 
increased until now there are over two hun 
dred and fifty names on the membership 
roster. The association is represented in 
every state in the Union and in practically 
every important city. 

The purpose of the Association of Bank 
Women is to bring together women execu’ 
tives engaged in the profession of banking for 
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mutual exchange of ideas and experiences in 
order that practical benefits may be derived 
therefrom; to promote the interests of its 
members and to forward the interests of all 
women in the banking profession; to uphold 
the dignity and integrity of women associated 
with or employed by banks. 


The membership of the association includes 
women holding executive positions in national, 
state and savings banks and trust companies. 
Their work is diversified and their responsi- 
bilities vary from junior officers to presidents 
of banks. 


The membership is divided into seven 
regions: New England, Middle-Atlantic, 
Lake, Mid-Western, Southern, South-West- 
ern and Western. Each division is under the 
supervision of a regional vice-president. This 
plan was adopted in order to better co- 
ordinate the work and the interest of a sec- 
tion and to bind it more closely to the cen- 
tral organization. 


During the past two years the executive 
offices have been on the West Coast under 
the direction of Miss Grace S. Stoermer, as- 
sistant vice-president of the Bank of Amer- 
ica National Trust and Savings Association, 
Los Angeles, who has served the association 
as president. 


Miss Lillian C. Hage, assistant cashier, 
Bank of America N. T. & S. A., and corre- 
sponding secretary of the Association of Bank 
Women, is busily engaged in arranging con- 
vention details. She is serving as chairman 
of the general convention committee. 


The program committee has selected as the 
convention theme, “It’s up to the bank 
women to help restore courage, confidence 
and common sense.” 


One of the luncheon programs will feature 
how women can, through the home, across 
the business desk and through participation 
in public affairs, assist very materially in the 
reorganization of economic problems. 

Another subject of interest will be ‘“‘Educa- 
tion for Better Citizenship.” 


The sessions of the A. B. W. have been 
arranged so that members may take advan- 
tage of the sessions of the American Bankers 
Association. 

Official and residential headquarters of the 
- _ W. will be established at the Biltmore 

otel. 


_In_addition to arranging for the educa- 
tional features, the committee has also had in 


mind the entertainment of the guests. They 
will enjoy a trip to Catalina Island, a visit 
to one of the motion picture studios, which 
industry has now taken second place in Amer- 
ican business life; a visit to Olvera street, a 
reproduction of Los Angeles in its Pueblo 
days: a visit to the famous Huntington Art 
Gallery and Library. In addition many other 
soci«! features are planned. 
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COMING BANKERS’ CON- 
VENTIONS 


AMERICAN BANKERS ASSOCIATION, Los 
Angeles, October 3-6, 1932. Executive man- 
ager, Fred N. Shepherd, 22 East 40th street, 
New York City. 


CALIFORNIA BANKERS ASSOCIATION, Pasa- 
dena, 1933. Secretary, Andrew Miller, 632 
Mills Building, San Francisco. 


INVESTMENT BANKERS ASSOCIATION, White 
Sulphur Springs, W. Va., October 22-26. 
Headquarters, Greenbrier Hotel. Executive 
vice-president, Alden H. Little, 33 South 
Clark Street, Chicago. 


Iowa BANKERS ASSOCIATION, June 19-21, 
1933. Secretary, Frank Warner, 430 Liberty 
Building, Des Moines. 


Kansas BANKERS ASSOCIATION, Salina, 
1933. Executive vice-president, W. W. Bow- 
man, Topeka. 


Mip-ConTINENT Trust ConFERENCE, Mil- 
waukee, Wis., November 17-18. Under the 
auspices of the Trust Division, American 
Bankers Association. 


MissourI BANKERS ASSOCIATION, May 16- 
17, 1933. Secretary, W. F. Keyser, Sedalia. 


Morris PLAN BANKERS ASSOCIATION, 
Washington, D. C., September 29-October 1. 


MortTGaGE BANKERS ASSOCIATION, Niagara 
Falls, N. Y., October 11-13. Secretary, Wal- 
ter B. Kester, 111 West Washington Street, 
Chicago. 


NEBRASKA BANKERS ASSOCIATION, Omaha, 
November 3-4. Secretary, William B. Hughes, 
908 Woodmen Building, Omaha. 


OKLAHOMA BANKERS ASSOCIATION, Okla: 
homa City, May 23-24, 1933. Secretary, 
Eugene P. Gum, 907 Colcord Building, Okla- 


homa City. 


Paciric Coast Trust CONFERENCE, Los 
Angeles, September 29-October 1. Under the 
auspices of the Trust Division, American 
Bankers Association. 


Reserve City BANKERS ASSOCIATION, 
Denver, 1932. Secretary, J. J. Schroeder, 
162 West Monroe street, Chicago. 


RopertT Morris AssoOciATES, Niagara 
Falls, N. Y., October 24-26. Headquarters, 
Niagara Hotel. Secretary, Alexander Wall, 
Lansdowne, Pa. 


Savincs BANKS ASSOCIATION OF NEW 
York, Rye, September 21-23. Headquarters, 
Westchester Country Club. 





Review of the Month 


A Survey of Current Banking and Business Developments 


NEW spirit of encouragement and 
hope to business is observed by the 
National City Bank of New 

York in its September letter which says: 


The rise in security and commodity prices 
over the past few weeks has brought a new 
spirit of encouragement and hope to business, 
both in this country and in Europe, where 
the American markets have been considered 
to reflect most truly the course of the de- 
pression, and hence most likely to give the 
first sign of a turn. The long period of 
strain and anxiety had seemed almost to have 
no end, and had developed in many quarters 
a growth of pessimism of the gravest kind, 
reaching its worst in fears that the economic 
system itself would not survive. But the 
extreme fears entertained during the spring 
have not been realized, and now, in decisive 
terms, the markets show recovery from the 
state of panic. The anxieties caused by de- 
preciating values are lightened, and once 
more people believe that business will get out 
of the depression, and that with co-operation 
and orderly adjustment the economic organi- 
zation will function normally again. This is 
a very heartening change in a quarter where 
improvement was essential for, of course, it 
was necessary that people should regain their 
belief in the recuperative powers of the eco- 
nomic system before there could be the will 
to spend and invest necessary to recovery. 

Moreover, the breadth of the price ad- 
vances, embracing all markets, indicates that 
the cause was a general one, believed to af- 
fect the entire business situation. The 
pessimists had questioned chiefiy the ability 
of the United States to remain upon the gold 


standard, and had doubted the determination 
of the Congress to keep the country upon it. 
Now the panicky nature of these fears is re- 
vealed, and the country is gaining gold in 
substantial amounts, the inward flow result- 
ing in part from purchases of American se- 
curities by foreigners whose confidence in the 
dollar has been restored. This repeats the 
lesson of every past depression, namely, that 
the country has needed not more money, as 
so many have urged, but more confidence in 
the money it has. The gold movement is 
promoting confidence in the credit situation. 

There are other developments laying the 
foundation for the renewal of hope. Senator 
Borah’s position indicates that there will be 
strong leadership for appropriate action upon 
the war debts when the expected applica- 
tions for revision are received in the autumn. 
The Presidential campaign is proceeding 
along the conservative lines of the party plat- 
forms, which declare against monetary legis- 
lation of unsound character. The great op- 
eration of refunding the £2,000,000,000 
British 5 per cent. war loan into a 34 per 
cent. obligation has had a remarkable suc- 
cess, with 88 per cent. converted up to July 
31; it has improved sentiment throughout 
Europe, and has influenced interest rates and 
therefore the prices of securities everywhere. 

These developments, promising over the 
long range, give reason for the improvement. 
They do not imply that the world is ready 
for a rapid recovery to normal conditions, in 
view of the reduced purchasing power every’ 
where, and the almost insurmountable ob- 
structions in the way of world trade; or that 
further periods of discouragement and uncer- 
tainty will not be encountered. But we do 
not think that business men are disposed to 
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ask too much at once of the situation. They 
will be satisfied with a slow rate of recovery 
if there is indubitable evidence over the next 
few months that the decline is at last over 
and the turn begun. 


THE BANKING SITUATION 


Commenting on the improved banking 
situation the September Review of the 
Federal Reserve Bank of New York says: 


A continued strengthening of the general 
banking situation both in this district and 
the country as a whole has occurred during 
the past month. Reserves of all member 
banks have increased $70,000,000 further, 
and the indebtedness of member banks at the 
Reserve banks has been reduced by nearly 
$100,000,000 to the lowest level since last 
September. The rise in bond prices has added 
substantially to the market value of bank in- 
vestments, and the number of bank suspen- 
sions, after declining moderately from June 
to July, showed a considerable further re- 
duction in August. There were no suspen- 
sions in the Second Federal Reserve District 
during August, and one bank reopened. 

Among the factors contributing to this im- 
provement in the banking situation were a 
further gain of gold and some return flow to 
the banks of currency previously hoarded. A 
number of national banks also obtained funds 
by availing themselves of the recently ex- 
tended privilege of issuing national bank 
notes. The increase in the monetary gold 
stock of the- United States during August 
was $112,000,000, bringing the total increase 
from the low point in June up to about $177,- 
000,000. The principal element in this gain 
of gold during August was the release of 
gold previously earmarked for foreign ac- 
count. The proceeds were largely paid out 
in the New York money market and went 
directly into the reserves of the New York 
banks. The amount of money in circulation 
increased seasonally over the July month-end, 
but subsequently showed a reduction of $44,- 
000,000 for the country as a whole, whereas 
there is normally a gradual increase during 
this period. New issues of national bank 
notes during August amounted to about $50,- 
000,000. 


AGRICULTURE 


The September Review of the Federal 
Reserve Bank of Kansas City, Mo., re- 
ports on the farm situation: 


The index average of farm prices and the 
purchasing power of the farm dollar, as com- 
puted by the United States Department of 


Foreign Languages 
Easily Learned 
The Berlitz Conversational Method 


makes the study of any foreign lan- 
guage a surprisingly simple, easy and 
pleasant matter. Experienced native 
teachers. Day and Evening Classes 
and Individual Instruction. Reason- 
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Agriculture, advanced 5 points between June 
15 and July 15, the former being equal to 
57 per cent. and the latter 53 per cent. of the 
1909-14 average. The increase was attributed 
to higher prices of hogs, cattle, eggs, cotton 
and some minor crops.. Since July 15 prices 
of hogs have declined about 50 cents per 
hundredweight, but prices of wheat, corn, 
butterfat, eggs, wool and hides have ad- 
vanced somewhat and those of cattle and 
sheep have been comparatively steady. 

Crop prospects in the Tenth Federal Re- 
serve District are reasonably good, although 
the August 1 estimates were not as promis: 
ing as those of July 1. Livestock are in good 
condition and, with an abundance of corn 
promised for the feeding areas, normal range 
conditions, a larger hay crop and more range 
feed than a year ago, carrying power is 
greatly increased over that of last year. 


PERCY JOHNSTON CELEBRATES 


Percy H. JoHNsTON, president of the Chem- 
ical Bank & Trust Company, New York, 
celebrated last month his fifteenth anniver- 
sary as an officer of that institution. Mr. 
Johnston is the senior bank president among 
the New York Clearing House banks. 
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-REMINGTON RAND TO SPEND 
$4,500,000 


Basep on the belief that business conditions 
are on the upturn and that commodities 
should be bought at present price levels, 
James H. Rand, Jr., president and chairman 
of the board of Remington Rand, Inc., has 
issued instructions to the purchasing depart- 
ment of his company to buy immediately 
$4,500,000 worth of raw materials and sup- 
plies for use during the balance of this year. 
The order will increase and stimulate activity 
in more than fifteen different fields of pro- 
duction, according to officers of the company. 


NEW YORK BANK STOCKS UP 
41 PER CENT. FOR AUGUST 
New York City bank stocks established new 


high records in August, Hoit, Rose & Troster 
report. From the month’s low of 44.13 Au- 





gust 2, the firm’s weighted average of 17 


leading issues established a new 1932 high of 
65.06 on August 26, closing August 31 at 
62.30 for a net gain on the month of 18.17 
points, or 41 per cent. 

All issues participated in the advance, the 
largest gain in points being reported by First 
National Bank stock, which gained 650 
points for the month. Other large gains 
were shown by Guaranty Trust, 954 points; 
Commercal National, 68; Central Hanover, 
39; Brooklyn Trust, 31, and New York 
Trust, 214. On a percentage basis the largest 
appreciation was shown by Commercial Na’ 
tional, 64.1 per cent.; Public National, 60.5 
per cent.; First National, 59.6 per cent.; Man- 
hattan, 55.8 per cent.; Irving Trust, 49.6 per 
cent.; Chase, 49.5 per cent.; Manufacturers 
Trust, 49.4 per cent.; City, 47.5 per cent.; 
Guaranty Trust, 42.6 per cent., and Empire 
Trust, 41.3 per cent. 

Based on closing bid prices, the range for 
the month is shown on the. accompanying 
table: 


BANK STOCK RANGE 


August, 


Month's Low 


Bankers Trust 
Brooklyn Trust 
Central Hanover 
Chase 
Continental 
Chemical 

City 

Commercial 
Corn Exchange 
Empire Trust 
First National 
Guaranty 

Irving Trust 
Manhattan 
Manufacturers Trust 
New York Trust 
Public 


1090 

224 
174 
214 


Weighted average 
304 


1932 
New 1932 High 
Aug. 26 


694 
200 
158 


Close 
Aug. 31 
68 
177 
148 
40 
193 
394 
513 
174 
704 
284 
1740 
3193 
26% 
334 
313 
96 
324 


Net Gain 
For Month 
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ROVENSKY HONORED 


JoserH C. RovENsKy, vice-president of the 
foreign department of The Chase National 
Bank, New York, has been decorated, by 
order of the King of Italy, with the rank of 
Knight Commander of the Order of the 
Crown of Italy. The presentation was made 
in New York City recently through the 
Italian Embassy at a dinner which was at- 
tended by friends of Mr. Rovensky and 
which included a number of prominent off- 
cials of Italian-American interests. 


STATE SAVINGS BANKS TRANS- 
ACTIONS NORMAL 


New deposits in mutual savings banks of 
New York State totaled $155,796,084 dur- 
ing the month of July, and withdrawals were 
$184,745,941. 

Henry R. Kinsey, president of the Savings 
Banks Association of the State of New York, 
released these figures with the statement that 
relatively large withdrawals had characterized 
every July from 1925 through 1929. 

“July of 1930 and 1931 offered the only 
exception to this rule,” Mr. Kinsey said. 
“During those two years, people refrained 
from their usual summer expenditures, and 
made every effort to save. Savings bank 
transactions last month followed their normal 
trend for the first July since the depression 
started. 

“Our 5,758,467 depositors now have 
to aaa in deposits in mutual savings 
anks.”” 


NEW BANK BUILDING OPENED 


CiimaxING fifty-seven years of continued 
growth, the Iowa-Des Moines National Bank, 
the largest in Iowa, opened its spacious and 
handsome new bank building to the public 
recently. 

The new bank building is located at the 
corner of 6th and Walnut streets and is a 
distinct contribution to bank architecture in 
the Middle West. In character, it is of sim- 
plified Italian Renaissance, modified along 
modern lines. The exterior walls are of 
Indiana limestone, with a one-story base of 
black polished granite. Italian Travertine 
marble is used liberally throughout the build- 
ing. Following the general arrangement of 
the more modern banks in the larger cities, 
the main banking floor is located on the sec- 
ond ficor. This room extends a full half 
block in length and is three stories in height, 
with no columns to break the vast expanse. 
Quarters for the senior officers are at the 
north end of the main banking floor, and 
there are in addition consultation rooms and 
Private offices paneled in Iowa walnut. The 
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Iowa-Des Moines Company, investment affili- 
ate, is located at the east end of the banking 
floor, with its own private offices, consulta- 
tion rooms and wickets for the handling of 
securities. 

The trust department is housed adequately 
on the mezzanine floor immediately above 
the investment company. On the west side 
of the mezzanine floor is the directors’ room. 
This has been worked out in a new and 
modern way, and the usual long directors’ 
table has been dispensed with. In its place 
there is a raised platform containing seats for 
the chairman of the board and the chairman 
of the executive committee, before a small 
table. The directors are seated in a semi- 
circular arrangement of chairs before this 
platform. 

The most modern of safe deposit vaults 
are housed in the basement, and adjacent to 
the vaults are a series of 28 individual 
coupon rooms as well as several larger rooms 
in which conferences can be held. 

Noise and commotion will be eliminated 
from the bank by the housing of the clerical 
and working forces, as well as mimeograph, 
analysis and transit departments, together 
with the switchboard, on the fourth floor. 
Employes’ lockers and wash rooms are also 
located on this floor. The building is 





EXAMINATIONS - SYSTEMS - TAXES 
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Banks and Trust Companies 


McARDLE & McARDLE 
ACCOUNTANTS AND AUDITORS 
Forty-Two Broadway, 


equipped with a complete air washing and 
conditioning system of the most modern type, 
while sound insulation has been used in all 
ceilings. The entire effect is one of quiet 
and restrained dignity. 

The present building is five stories in 
height, but foundations and trusses have 
been installed so that the building may ulti- 
mately carry a tower of 17 additional stories. 

Lewis C. Kurtz is chairman of the board, 
Clyde E. Brenton, chairman of the executive 
committee, while the executive office of presi- 


New York City 


dent is held by W. H. Grenton, one of the 
youngest presidents of a large bank in ihe 
United States. 

The Iowa-Des Moines Bank showed wise 
business judgment in building at this time 
when material could be purchased at reason- 
able prices, and a very effective saving was 
made in the cost of the building. A notable 
feature in connection with the construction 
of the building was the fact that Iowa labor 
and Iowa materials were employed almost 
exclusively. 


The new building of the Jowa-Des Moines National Bank, Des Moines, Iowa, is five 
stories in height, but foundations and trusses have been installed so that the building 
may ultimately carry a tower of seventeen additional stories. 
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RUBBER TILE ADDED TO ARM- 
STRONG FLOOR LINE 


Appition of Armstrong's rubber tile to its 
family of products enables the Armstrong 
Cork Company, of Lancaster, Pa., to offer a 
complete line of resilient floor coverings. 

Armstrong’s designing department has 
created marble colors in rubber which are 
meeting with enthusiastic reception. <A 
unique feature of the line is the perfect 
blending of the individual colors into the fin- 
ished floor design. 

Special advantages claimed for the new 
rubber tile are treatment with Sun-Proof, a 
compound which resists the ultra-violet rays 
of the sun; long life, resistance to abrasion, 
and low cost of maintenance due to careful 
compounding; and the fact that these tiles are 
not stained by liquids in common use, such as 
ink, alcohol, and mercurochrome, or by 
burns from cigars and cigarettes dropped 
upon the floor. 


MILLER RESIGNS BANKING 
POSITION 


CHARLES ADDISON MILLER, Utica, N. Y., 
newly elected president of the Reconstruc- 
tion Finance Corporation, has resigned his 
position as president of the Savings Bank of 
Utica, in accordance with a decision recently 
handed down by the Attorney General of 
the United States which forbids any officer 
of the Reconstruction Finance Corporation 
from receiving compensation for services to a 
private institution. 

Mr. Miller has been president of the Sav- 
ings Bank of Utica for the past twenty-five 
years and has been counsel and a trustee of 
the bank since 1894. 

Roy C. Van Denbergh was elected presi- 
dent of the Savings Bank of Utica to succeed 
Mr. Miller at a meeting of the trustees. 


NEW BURGLAR ALARM 
ANNOUNCED 


A NEw, low-cost photoelectric relay, the 
FOTO-SWITCH, is announced by GM 
Laboratories, Inc., Chicago, Ill. This unit 
embodies an electro-magnetic switch which is 
opened or closed by the interruption or varia- 
tion in the illumination on the photoelectric 
cell. With the FOTO-SWITCH, any sort 
of electrical device, such as motors, electric 
signs, signals, or alarms, can be controlled 
through the medium of a light beam. 

_ Burglar alarm systems have been devised 
in which a single interruption of a beam of 
light will cause the alarm signal to operate 
until an authorized attendant turns it off. 
Such systems can also be provided with an 
invisible infra red light beam so that tres- 
passers are entirely unaware of its presence 
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BOOK REVIEWS AND NEW BOOKS 


Recent Announcements of Other Publishers 


ADVERTISING FOR BANKS. By Don Knowlton. 
Chicago: Rand McNally. $95. 


Ir is refreshing to find a text-book on ad- 
vertising which deals with the subject in a 
manner which any reader can understand, 
whether he has had any experience in ad- 
vertising or not. Such a book is “Advertis- 
ing for Banks,” written by Don Knowlton, 
which will be off the press by the middle of 
September. 

There has grown up, in connection with 
advertising, a trade terminology, which is, 
of course, quite useful to men in the adver- 
tising profession, but confusing and compli- 
cated to the layman. Consequently, many a 
person unfamiliar with advertising has gained 
the impression that advertising is a complete 
and intricate mystery, understandable only 
to those who have long been engaged in it. 

This, Mr. Knowlton points out, is not at 
all the case. He proves it by explaining 
bank advertising in non-technical terms. 

The result is that a bank cashier, who has 
never spent so much as a day upon the ad- 
vertising problems of his bank, will never- 
theless have not the slightest difficulty in 
comprehending the simple basic principles of 
bank advertising laid down in this book. 

The author had one particular man in 
mind when he wrote this book. His name 
is Henry Hardacre. He is cashier of a bank 
xn a city of about 7500 people. He has never 
handled advertising, but he has just been 
assigned by the president the job of taking 
vver all the bank's advertising activities. He 
has before him the task of surveying the 
market for his bank’s services; deciding what 
banking merchandise will appeal to that mar- 
ket; deciding in what media he will spend his 
advertising appropriation; deciding how 
much of the appropriation he wili spend in 
each particular medium; building a detailed 
advertising schedule based upon his appro- 
priation; planning his advertising campaign; 
writing copy, buying art work, buying en- 
graving, buying printing—and so on. 

He wants to make every dollar go as far 
as he can. He wants to do a really efficient 
job of advertising, within the limitations of 
the amount of money he has to spend. 

In his book, Mr. Knowlton sits down with 
Henry Hardacre and follows his whole pro- 
gram through from beginning to end. 

Naturally, one of the first things which 
Hardacre would want to know is how other 
banks have handled the many and various 
problems with which he is now face to face. 
It is one thing to read a theory of advertis- 
ing, and quite another thing to learn how to 
put that theory into practice. Mr. Knowlton 
has therefore packed his book with actual 
illustrations of advertising done by banks 
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which are members of the Financial Advertis- 
ers Association. 

In fact, the book is really an outgrowth of 
Financial Advertisers Association activity, 
For many years the association has felt that 
there was a need for a book on bank adver- 
tising that would set forth standard practices 
which have been developed throughout the 
years, by the trial and error method among 
banks which have been consistent advertisers. 

The writing of this book was assigned to 
Mr. Knowlton as a director of the associa: 
tion—and both the directorate and the mem- 
bership gave him their fullest co-operation. 
Member banks sent to Mr. Knowlton collec 
tions of their own advertising in every pos- 
sible media, in order that from these adver- 
tisements he might select illustrations which 
would serve as concrete examples of the 
principles outlined in the book. A commit: 
tee appointed by the association’s directors 
considered the manuscript previous to its 
publication, and the directors signified their 
approval of the substance of the work. 

The book contains over 250 reproductions 
of, or quotations from, advertising of banks 
which are members of the Financial Adver- 
tisers Association, and covering a wide range 
of advertising media. 

From the very beginning, Mr. Knowlton 
gets down to bed rock. He discusses what 
a bank has to sell, why people use a bank, 
why people use one bank instead of another 
bank. He explains that banks have no bar- 
gain merchandise, no special sales, no com: 
petitive prices, and that, therefore, bank ad- 
vertising, being largely devoid of news value, 
must be founded upon principles far different 
from those covering the advertising of retail 
merchandise. 

He goes into the question of the advertis- 
ing appropriation in full detail, figuring out 
a hypothetical appropriation down to the 
very last dollar, showing how to eliminate 
unprofitable advertising media, and how to 
distribute the appropriation among the more 
important media. Then he sets up a sample 
advertising schedule for a whole year, show 
ing how often advertising would be run in 
various media, how large or how small news: 
paper advertisements may be, how often win- 
dow displays should be changed, and so on. 

He does not divide the subject of bank 
advertising along such lines as newspaper, 
outdoor, window display, and so on—nor 
does he divide it along such lines as com: 
mercial, savings, trust and. the like. Instead, 
he outlines the subject from the standpoint 
of appropriation, layout, copy, and continu’ 
ity. In short, he sets forth the basic prin’ 
ciples which govern institutional advertising 
in general—which is, after all, the type of 
advertising which all banks must do—and 
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shows how these main principles may be ap- 
plied specifically to bank advertising. 

Mr. Knowlton’s book is designed primarily 
for the smaller bank—but there is in the 
book a wealth of material which will prove 
of interest to large city banks. No bank 
advertiser feels himself so experienced that 
he is not interested in any exposition of the 
first principles of advertising, or in examples 
of advertising in other banks. Furthermore, 
there are in the book a number of chapters 
upon subjects which are of particular appeal 
to the larger banks. 

Among them, for instance, is a chapter on 
campaigns and continuity, showing how ad- 
vertising in various media may be tied to- 
gether, through similarity in layout and 
repetition in theme, in such a way as to con- 
stitute a complete and rounded out advertis- 
ing campaign covering a period of weeks or 
months. There is a chapter entitled “‘Ad- 
vertising’s Special Services,” which gives 
examples of advertising covering such items 
as automatic savings plans, travel depart- 
ments, investment counsel, advisory services, 
special trust features, and so on. There is a 
chapter on radio advertising telling the ex- 
periences of banks which have done radio 
advertising in the past. There is a chapter 
on bank house organs, and one on branch 
bank promotion. A chapter on bank journal 
advertising, and one on newspaper publicity, 
should prove especially interesting to the 
larger banks. 

Bankers will be intrigued by a chapter en- 
titled ‘Merchandising Credit,” which gives 
examples of advertising that has stressed the 
loaning side, rather than the deposit side of 
the institution. 

The keynote of Mr. Knowlton’s book may 
be well summed up from the following para- 
graph taken from the second chapter: “The 
bank cashier, or junior officer, who under- 
takes to handle the bank’s advertising, finds 
himself in a very highly advantageous posi- 
tion. He already knows bank policy. This 
is something which only time and experience 
bring. Furthermore, he knows the products 
of his bank backward and forward—he 
knows his bank as an institution, its strength 
and its weaknesses. 

“He knows the bank’s relationship to the 
territory which it serves. He knows the 
character and special interests of the bank's 
customers. He knows from personal experi- 
ence what people want of a bank. The 
technique of advertising—questions relating 
to advertising media, printing, art work, en- 
graving, comparative costs, copy and layout 
—is something which he can dig out for 
himself by a little intensive application and 
observation.” 

The author of “Advertising for Banks” 
was born in Cleveland in 1892. He gradu 
ated from Adelbert College of Western Re- 
serve University, Cleveland, in 1914. He 
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spent four years in the printing business 
(Gates Legal Publishing Co., Cleveland) and 
two years in the new business and advertis 
ing department of the Peoples Saving @ 
Trust Co., Akron, Ohio. He began in the 
advertising department of the Union Trust 
Company, Cleveland, in 1921 and was made 
publicity manager in 1928. 


Bonps WITHOUT SAFETY. 


New York: New 
Republic, Inc. $1. 


Tuis book, written by a former employe of 
a large real estate mortgage bond house, re- 
lates the methods used by that house as an 
example of the abuses in the real estate mort- 
gage bond business. The book seeks to call 
public attention to the plight of countless 
small investors whose life savings have been 
lured into a supposedly safe form of invest- 
ment and who are now threatened with 
greater capital losses than it is believed they 
should be called upon to bear. 

Bonds without Safety also tells of the 
abuses in the formation of “bondholders” pro- 
tective committees,” which are being used by 
the house of issue as a source of new and 
greater profits.. It offers advice and instruc- 
tion to the holders of mortgage bonds in de- 
fault, and raises the question as to how they 
may be protected, since the law is inadequate 
to safeguard their interests. 


THE AUTOBIOGRAPHY OF A BANKRUPT. By 
Julian Sherrod. New York: Brewer, War- 
ren & Putnam. $1.50. 


How a former bond salesman, who followed 
his own advice, went bankrupt. 


BOOKS RECEIVED 


MEN, MoNEY AND MerGERS. By George L. 
Hoxie. New York: Macmillan. $2. 

A piscussion of principles and events in 

the electric power industry. 


THIRD REPORT ON Procress IN MANCHURIA 
TO 1932. Dairen: South Manchuria Rail- 
way. 

An _ exhaustive study of the Manchurian 

situation from the viewpoint of the South 

Manchuria Railway. Contains maps, illus- 

trations and statistical charts and tables. 


SHorT SELLING: For and Against. By 
Richard Whitney and William R. Perkins. 
New York: Appleton. $1.25. 


BotH sides of the short selling controversy 
ably presented by authorities. 


THE STRANGE ATTACKS ON 
Hoover. By Arthur Train. 
John Day. 

A REPLY to the 

President. 


HERBERT 
New York: 


“scurrilous attacks’ on the 
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THE EcoNoMic FOUNDATION OF BUSINESS. 
Edited by Walter E. Spahr. New York: 
Long & Smith. Two volumes, $8. 


SIXTEEN economists collaborate in the most 
complete book yet published for the business 
man and general reader on the basic eco- 
nomic facts and principles which underlie 
American business. 
CONVENTION PROCEEDINGS, WASHINGTON 
BANKERS ASSOCIATION. Compiled by J. 
W. Brislawn, secretary, Washington 
Bankers Association, 810 Alaska Building, 
Seattle, Wash. 


THE verbatim proceedings of the thirty- 
seventh annual convention held at Pullman, 
Wash., June 9-11. 


Watt Street Panics. By D. W. Perkins. 
Published by the author at Waterville, 
N.. -¥. 


AN historical account of the various finan- 
cial crises which have taken place from 1813 
through 1930. The book contains nine 
illustrations. 


WuHerE ARE Our LarGe FELLows? By 
Albert R. Knight. Lansdowne, Penn.: 
Business Methods Publishing Co., Inc. 


A piscussIon of the alleged methods of 
large corporations in saving money on Gov 
ernment taxes. 


Wuat'’s WRONG WITH THE WoRrRLD? By 
Wilhelm Roepke. Philadelphia: Dorrance 
@ Co. $1.25. 


AN essay by one of Germany's distin: 
guished economists on the world’s economic 
crisis, relating it to Germany's special prob- 
lems with frank and _ scientific fairness. 
Written in simple and untechnical language. 


A DecapeE of CorPORATE INCOMES: 
to 1929. By S. H. Nerlove. 
University of Chicago Press. $1. 


1920 
Chicago: 


TuHIs study contains the available data on 
corporate incomes and on their disposition 
during one of the most interesting economic 
periods in the history of this country. 


THE Story OF UNCLE Sam’s Money. By 
W. O. Woods. New York: Gregg Pub- 
lishing Co. $1.50. 


A DESCRIPTION for the layman of the 
mechanics of the operation of the U. S. 
Treasury by the treasurer of the United 
States. 
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WHERE AND How To FIND EMPLOYMENT. 
By C. D. Maddy. New York: The Schil- 
ling Press. 25¢. 


A COLLECTION of helpful hints for the un- 
employed as to how to find employment in 
various businesses, trades and professions. 


AT THE BOTTOM 


“All customary indices suggest that 
we are at or near the bottom of the 
cycle. Marked slowing up of the decline 
of commodity prices, piling up of poten- 
tial consumption, contracted state of 
most industrial and commercial inven- 
tories, the tendency of all grades of 
dealers to buy only what they need and 
the ability of some of the better man- 
aged companies to make a profit in the 
face of the worst economic conditions in 
history, are faint signs that a real bottom 
has been reachea. 

“An enormous backlog of potential 
orders is ready to come into the markets 
when merchants and manufacturers have 
assured themselves we have arrived at 
the real bottom. Many manufacturers 
have been sounding for this bottom for 
more than a year. A considerable 
amount of machinery in American in- 
dustries is obsolete and needs replace- 
ment. Here is millions of dollars’ worth 
of business which will make its appear- 
ance when times are propitious.”—Dr. 
Isaac Lippincott, professor of economic 
resources, Washington University, St. 
Louis. 
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If you are planning a new bank 
building, you ought to read... 


The Fundamentals of Good 
Bank Building 


By ALFRED HOPKINS 


Specialist in Bank Architecture 


It gives you complete information 
in regard to every phase of bank 
building; aids you in carrying 
out your own pet ideas; and sug- 
gests to you other ideas which 
have proven successful and which 
you might otherwise neglect. 


Written in a fresh and informal 
style, the book has the rare com- 
bination of being both entertain- 
ing and profitable. 


It is profusely illustrated, and 
attractively printed and bound. 


ORDER BLANK 
BANKERS PUBLISHING COMPANY Send for 
Book Dept. —465 Main St., Cambridge, Mass. 


You may send me postpaid for examination “The Funda- a copy 
mentals of Good Bank Building,” by Alfred Hopkins. 

Within five days after its receipt I will send you $7.50 in 
full payment or return the book. on 


approval 





The Publisher’s Page 


HE present depression may be abnormal and of a type 
that should not repeat itself in a generation. But the 
evidence seems clear that there is, year by year, an 
increasing threat of such culminating crises, and that our 
existing economic machinery offers no effective opposition 
to their development. Our system of economic individualism has 
not failed, but the time has come for it to develop its collective 
safeguards against periodic breakdowns. ‘To this necessity our 
‘Naturalistic’ economists—our fanatical believers in ‘laissez faire’ 
should yield as gracefully and as helpfully as they can. They 
might as well contend that the individual should not learn to swim 
because it is his nature to give the three traditional gurgles and 
drown, as to hold that there should be no systematic control 
developed for business depressions.”—-So writes Maucotm C. 
Rorry in an unusually significant article beginning on page 319. 
Mr. Rorty suggests a system for the control of the business 
cycle which has attracted widespread attention and respect among 
economists. 


A story 1s ToLD of a colored culprit who was about to be hung 
for some capital offence, Just before the ceremony was to take 
place the executioner told his victim that it was his privilege to 
make any last statement that he wished. “Well, suh boss,” said 
the darky, “all I can say is dat dis here hangin’ is goin’ to be 
a mighty fine lesson to me.” Possibly some bankers feel that 
way about the depression. It has been a mighty fine lesson but 
the question arises as to whether it may not be too late. 
Witttam Hayes thinks that it is not too late and in an article 
entitled “What American Bankers Have Learned from the 
Depression” which begins on page 327, he outlines a baker’s dozen 
of lessons which bankers have learned, or should have learned. 
lew of these lessons can be chalked up as new, he says, however. 
lor the most part they are rediscoveries of the validity of the 
old principles of sound banking. 


SCHOOL TEACHERS ARE the best credit risks and painters and 
decorators are the worst according to figures given in a survey 
of “Occupation and Credit” which will be found on page 339 
of this issue. Of course as Paut D. Conversg, the author, points 
out occupation is only one factor to be considered in appraising 
personal credit. However, it is important to keep occupation in 
mind in deciding on personal credit and the figures given in this 
article will be found very helpful to credit managers. 


[Continued on page xiv} 
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REMITTANCES made by TELEGRAPHIC TRANSFER. WOOL 
and PRODUCE CREDITS arranged. LETTERS of CREDIT and 
DRAFTS issued on all the Branches of the Bank. 


Chief Agents in United States: 


Guaranty Trust Company of New York. 

The Canadian Bank of Commerce. 
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Crocker-First National Bank of San Francisco. 
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A Book that points the way to 
greater profits... 


«~ The Service Charge on 
pone Demand Deposits 
By W. GORDON JONES 


THIS book is a complete treatise on the growing 
banking practice of imposing a monthly service 
charge on demand deposits that do not measure up to 
a certain standard of profitableness to the bank. It 
tells how to determine which accounts are unprofitable 
and discusses the best methods of imposing the charge 
without sacrificing the good will of the customer. 


BANKERS PUBLISHING CO. 


Book Dept.—465 Main St., Cambridge, Mass. 
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under the Charter - - £4,500,.000 
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THE STABILITY OF OUR mutual savings banks is the subject of 
discussion everywhere. Despite unemployment and decreased 
-arning power these banks had a gain in new accounts for the first 
six months of 1932. The reasons for this remarkable record and 
the factors that make for safety in savings banking are discussed 
by two Boston mutual savings. ‘bankers in this issue on page 343, 
WituiaMm G. Surcuirre and Linptey A. Bonp 


WHat ONE INDIANA BANK did to help revive business in its com- 
munity and hasten the return of good times is told on page 347 
of this issue. This was done through the issuance of co-operation 
checks to be used in denominations of $1 towards the payments 
of debts and the purchase of goods locally. ‘These checks instead 
of being returned for cancellation were arranged to be passed 
along by endorsement until each $1 check had passed through 
fifty hands. 


THE PROPER KIND of financial advertising is an essential factor 
in successful banking. However, before bankers can effectively 
utilize this tremendous potential force they must clearly under- 
stand just what financial advertising is and what it seeks to 
accomplish. On page 350 of this issue, L. Doucias Merrepira, 
assistant professor of economics in the University of Vermont, 
explains in very lucid fashion the “Functions of Financial Adver- 
tising.” Every bank executive who is not satisfied with his 
advertising policy should read this article. 


ON PAGE 397 OF THIS ISSUE HaroLp Hammnonp of the Tilghman 
Moyer Company has another of his able articles on bank archi- 
tecture. This one is entitled “Utility Directs the Planning of 
Bank Buildings.” 


“THE OUTLOOK FoR high grade bonds is promising. This outlook 
is based upon definite improvement in the financial situation 
which has already occurred and which may be expected to con- 
tinue.”—So writes LioneEL D. Ente in an article beginning on 
page 359. The author speaks with the authority of long expe- 
rience and his observations on the future course of the bond 
market will be read with interest by bankers who are checking 
their investment policy for the next few months. 


PROGRESSIVE AMERICAN bankers realize that what is happening 
in Kurope is of direct concern to American business. Therefore 
it behooves even the interior banker to keep up-to-date on Euro- 
pean affairs. It is for just this purpose that our monthly article 
“The Financial Situation Abroad” was designed. We recommend 
it to our readers who will find it on page 383 of this issue. 





